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INTRODUCTION 

The  Indianapolis  Conference  marked  an  important  mile- 
stone in  the  history  of  the  National  Tax  Association.  In 
holding  its  tenth  annual  conference  our  minds  turned  natur- 
ally to  the  appraisal  of  results  accomplished  and  the  fore- 
casting of  even  better  things  for  the  future.  The  anniversary 
spirit  likewise  attracted  the  attention  of  all  to  the  man  whose 
farsighted  vision  and  loyal  efforts  brought  the  National  Tax 
Association  into  being  and  kept  it  alive  during  its  early  years. 
It  was  a  pleasure  and  a  privilege  to  do  honor  to  our  founder 
and  first  president,  Allen  Ripley  Foote.  Mr.  Purely,  as  tem- 
porary chairman  at  the  first  session,  voiced  the  sentiments  of 
the  delegates  so  faithfully  and  so  gracefully  that  no  further 
word  is  needed  here. 

The  introduction  to  this  anniversary  volume  would  seem 
a  fitting  place  to  evaluate  the  association's  work  and  accom- 
plishment since  its  birth  in  1907.  This  must  be  only  a  brief 
review  of  a  record  which  is  given  the  fuller  attention  it  de- 
serves by  Mr.  Foote  in  his  address  at  the  first  session. 

The  National  Tax  Association  has  not  devoted  itself  to 
propaganda.  It  is  essentially  an  educational  movement.  As 
such  its  influence  must  necessarily  be  indirect  and  its  accom- 
plishment often  intangible.  As  we  look  back  over  the  history 
of  taxation  during  the  past  ten  years,  it  is  evident  that  prog- 
ress has  been  made  along  many  lines.  No  less  evident  is  the 
fact  that  this  progress  owes  much  to  the  influence  of  the 
National  Tax  Association.  Moreover,  we  must  remember  that 
the  instrumentality  we  furnish  is  one  of  ideas — written  and 
spoken — and  of  personal  contact.  Even  when  direct  results 
cannot  be  affirmed,  who  can  deny  that  the  acquaintanceships 
developed  through  the  conferences,  ripening  as  they  have 
done  into  correspondence,  comparison  of  ideas,  experimenta- 
tion, etc.,  have  been  a  very  active  agency  in  the  improvements 
noticeable  in  these  years? 
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First  and  most  important  of  all,  the  National  Tax  Associa- 
tion has  fostered  and  extended  the  serious  study  of  taxation 
by  those  administrative  officials  and  large  taxpayers  who  are 
most  vitally  concerned.  The  association  must  be  catholic  in 
its  composition  and  sympathies;  it  must  give  a  hearing  to 
every  interest  and  every  kind  of  opinion ;  it  must  conduct  no 
propaganda.  Notwithstanding  these  limitations,  the  associa- 
tion has  inspired  a  great  number  of  tax  reforms.  m  It  has  been 
able  to  do  this  by  giving  expression  to  an  unceasing  criticism 
of  all  that  is  unenlightened  and  inefficient  in  American  taxa- 
tion, criticism  that  has  been  sympathetic  and  constructive  as 
well  as  honest;  and,  above  all,  open  and  above-board.  It  has 
educated  unceasingly  for  better  and  more  businesslike  meth- 
ods of  taxation.  It  has  done  this  by  publishing  ten  volumes 
of  proceedings,  a  monthly  journal,  and  hundreds  of  pamph- 
lets. More  important  still,  it  has  brought  the  administrative 
officials  of  the  country  in  touch  with  one  another  so  that  the 
methods  and  point  of  view  of  the  most  advanced  states  and 
the  most  skilled  administrators  have  come  to  be  the  common 
property  and  common  standards  of  all.  It  has  created  a  pro- 
fessional spirit  and  pride  among  "tax  men7'.  It  has  made 
the  representative  of  the  backward  state  a  little  ashamed  of 
that  backwardness  and  more  determined  to  bring  his  state 
abreast  of  the  most  advanced  commonwealth.  It  has.  in  par- 
ticular, served  as  an  invaluable  school  to  those  special  tax 
commissions  which  are  appointed  so  frequently  in  the  several 
states  and  which  have  found  in  its  conferences  a  mine  of  in- 
formation and  an  inexhaustible  source  of  helpful  suggestion. 
It  is  not  necessary  that  the  National  Tax  Association  should 
adopt  any  particular  program.  It  is  sufficient  that  it  should 
give  expression  to  the  best  informed  thought  and  ripest  ad- 
ministrative experience  in  the  field  of  taxation.  The  seeker 
for  truth  will,  in  the  long  run,  select  from  what  is  offered 
that  which  best  serves  his  needs  more  surely  than  any  author- 
ity could  hand  down  to  him,  ex  cathedra,  the  one  true  faith. 

It  is  not  only  the  i^raetical  men  who  have  benefited.  One 
of  the  best  features  of  the  National  Tax  Association  has  been 
its  service  in  bringing  the  academic  students  of  taxation  into 
contact  with  the  men   who  are  doing  the  practical  work  of 
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legislation  and  administration.  The  practical  world  some- 
times scoffs  at  the  "theories"  of  the  economists,  and  some- 
times with  good  reason.  What  the  latter  need  is  exactly  this 
contact  with  practical  problems  and  practical  men,  and  there 
can  be  no  doubt  that  the  National  Tax  Association  has  thus 
contributed  much  toward  a  truer  appreciation  of  tax  history 
and  a  sounder  tax  theory. 

Further,  as  to  its  educational  work,  the  most  notable  accom- 
plishment of  the  National  Tax  Association  is,  perhaps,  to  be 
found  in  the  state  tax  associations  whose  formation  it  has 
assisted  or  inspired.  The  North  Dakota  Tax  Association,  the 
Michigan  Tax  Association,  the  New  York  State  Tax  Associa- 
tion, the  Taxpayers'  Associations  of  New  Mexico,  Arizona, 
and  California,  the  New  England  Tax  Officials'  Association, 
the  Tax  Association  of  Rhode  Island,  the  Indiana  Association. 
and  the  Idaho  Association  are  illustrations  of  vigorous  and 
helpful  organizations  which  have  been  stimulated  and  influ- 
enced by  the  example  of  the  National  Tax  Association. 
These  and  similar  associations  in  other  parts  of  the  United 
States  multiply  the  educational  work  of  the  National  Tax 
Association,  each  in  its  own  district  elevating  the  standards 
of  tax  legislation  and  practice  and  constituting  an  active 
force  for  economy  and  efficiency  in  public  expenditures. 

"While  it  is  a  cardinal  tenet  of  the  National  Tax  Associa- 
tion that  it  conduct  no  propaganda,  it  feels  free  to  exercise 
its  influence  and  prestige  in  favor  of  a  few  fundamental 
betterments  which  have  substantially  the  unanimous  support 
of  its  membership,  and  along  these  lines  the  association  has 
been  a  powerful  factor  in  achieving  positive  tax  reforms. 
Thus,  it  has  repeatedly  emphasized  the  evils  of  the  general 
property  tax  at  a  uniform  rate  upon  all  forms  of  property: 
and  its  pronouncements  and  suggestions  have  played  an  im- 
portant part  in  modifying  the  general  property  tax  and  in 
legalizing  the  principle  of  classification  in  Maine,  Rhode 
Island,  Massachusetts,  Minnesota,  Virginia,  Michigan,  Ken- 
tucky, Illinois,  North  Dakota,  South  Dakota,  Iowa,  Wisconsin, 
the  District  of  Columbia,  and  elsewhere. 

Similarly,  the  National  Tax  Association  has  not  hesitated 
to  throw  the  weight  of  its  influence  in  favor  of  strong  cen- 
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tralized  tax  commissions,  and  its  publications  have  helped  to 
bring  about  or  to  strengthen  such  state  commissions  in  Kan- 
sas, Kentucky,  New  Hampshire,  Maryland,  Arizona,  Ohio, 
"West  Virginia,  North  Dakota,  South  Dakota,  Arkansas,  New 
Mexico,  Nevada,  South  Carolina,  Colorado,  Louisiana,  Vir- 
ginia, Alabama,  Florida,  Mississippi,  and  other  states. 

While  the  National  Tax  Association  has  stood  for  the  state 
tax  commission  as  the  one  great  factor  in  administrative 
progress,  it  has  recognized  from  the  beginning  that  the  local 
assessor  is  the  pivot  of  the  American  system  of  taxation,  and 
it  has  been  an  encouragement  to  all  efforts  to  secure  for  the 
local  assessors  better  pay,  longer  terms  of  office,  freedom 
from  political  interference,  and  such  methods  of  selection 
and  promotion  as  will  obtain  and  keep  in  office  high-grade 
men.  Its  reports  and  influence  have  been  helpful  to  these 
ends  in  a  large  number  of  states,  including  Maryland,  Geor- 
gia, Kansas,  Wisconsin,  Minnesota,  Michigan,  and  New  York. 
The  cumulative  effect  of  the  activities  of  the  National  Tax 
Association  has  been  to  emphasize  the  administrative  side  of 
taxation,  to  get  a  sound  head  to  the  administrative  machine 
in  an  effective  tax  commission,  and  to  make  the  foundation 
of  the  system  firm  in  the  selection  and  retention  of  efficient 
assessors.  A  good  illustration  of  the  influence  of  the  National 
Tax  Association  is  found  in  the  report  of  the  Wisconsin  Tax 
Commission  for  1916  and  the  message  of  the  governor  of 
Wisconsin  to  the  legislature  of  1917.  These  recommendations 
have  been  plainly  colored  and  in  part  based  upon  important 
reports  of  committees  of  the  National  Tax  Association,  deal- 
ing with  the  general  property  tax  and  the  methods  of  select- 
ing local  assessors. 

Merely  to  mention  achievements  in  other  lines,  the  influ- 
ence of  the  National  Tax  Association  is  seen  in  more  just 
taxation  of  inheritances  in  such  states  as  New  York,  Massa- 
chusetts, Connecticut,  New  Jersey,  and  Virginia;  in  im- 
portant constructive  progress  in  the  taxation  of  corporations, 
as  in  California,  Connecticut,  Rhode  Island,  Alabama,  and 
New  Hampshire ;  in  the  recent  revision  of  the  federal  income 
tax  and  in  the  recently  adopted  or  considered  state  income 
taxes  of  Wisconsin,   Connecticut,  AVest  Virginia,   Massachu- 
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setts,  and  New  York;  in  the  progress  toward  better  account- 
ing and  budget  procedure  in  Maryland,  West  Virginia,  Ohio, 
New  York,  New  Mexico,  and  Oregon.  Such  examples  might 
be  multiplied. 

The  National  Tax  Association,  on  its  tenth  anniversary,  is 
firmly  established.  Its  membership  extends  to  state  libraries, 
legislative  reference  libraries,  economists,  attorneys,  state  and 
local  officials  in  the  United  States,  Canada,  Alaska,  Porto 
Rico,  the  Philippines,  France,  and  Japan.  It  has  made  a 
place  for  itself  and  shown  that  it  has  a  function  to  perform. 
It  has  won  recognition.  No  general  address  on  taxation, 
whether  by  private  individual  or  by  officials,  in  state  legisla- 
tures or  the  halls  of  Congress,  fails  nowadays  to  refer  to  its 
publications  as  authority.  No  student  of  modern  tax  prob- 
lems can  go  far  without  recognizing  its  contribution.  With 
this  record  of  past  achievement,  we  have  reason  for  our  faith 
that  the  National  Tax  Association  will  be  no  less  successful 
in  meeting  the  many  opportunities  for  still  greater  service 
in  the  future. 

Fred  Rogers  Fairchild, 

Secretary. 
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OPENING  OF  CONFERENCE 

President  Samuel  T.  Howe:  Gentlemen  of  the  Confer- 
ence, it  becomes  my  honorable  and  pleasing  duty  as  president 
of  the  National  Tax  Association  to  call  the  conference  to 
order,  which  I  now  do.  It  seemed  fitting  to  the  members  of 
the  executive  committee  that  at  this  decennial  meeting  we 
should  pay  a  tribute  of  respect  to  the  founders  of  this  organ- 
ization, and  accordingly  the  programs  have  been  arranged  so 
that  some  among  them  will  preside  either  temporarily  or  per- 
manently at  our  sessions.  Before  I  introduce  the  temporary 
chairman,  I  wish  to  testify  myself  as  to  the  zeal  and  energy 
which  the  secretary  and  treasurer  of  the  association  have  ex- 
hibited during  the  past  year  in  advancing  the  interests  of  the 
association.  Their  work  has  been  hard  and  heavy,  and  they 
have  succeeded  almost  beyond  expectations. 

The  gentleman  who  has  been  designated  as  temporary 
chairman,  as  most  of  you  know,  has  no  superior  as  a  tax  ad- 
ministrative officer,  and  he  is  widely  known  over  the  country 
as  one  of  the  foremost  experts  on  taxation.  I  now  have  the 
pleasure  of  introducing  to  you  as  Temporary  Chairman  the 
Honorable  Lawson  Purdy,  President  of  the  Department  of 
Taxes  of  New  York  City. 

Temporary  Chairman  Lawson  Purdy  :  Mr.  President  and 
Gentlemen,  a  number  of  us  who  have  been  interested  in  taxa- 
tion do  not  make  our  first  visit  to  Indiana.  We  found  here 
before  a  cordial  welcome  not  only  for  ourselves  but  for  ideas 
that  came  from  afar.  The  governor  of  the  state  has  done 
everything  in  his  power  to  help  make  this  conference  a  suc- 
cess and  we  all  regret  that  he  is  unable  to  be  here  this  after- 
noon. "We  are  glad  to  welcome  and  hear  from  the  Attorney 
General  of  the  state  of  Indiana,  the  Honorable  Evan  B.  Stot- 
senburg,  whom  I  take  pleasure  in  introducing  to  you. 
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Mr.  Evan  B.  Stotsenburg  :  Mr.  Chairman  and  Members 
of  the  National  Tax  Conference,  on  behalf  of  the  governor  of 
the  state  and  of  the  mayor  of  the  city  of  Indianapolis,  both  of 
whom  are  unavoidable  absent  this  afternoon,  I  speak  to  you. 
You  have  come  together  from  distant  states  to  confer  and  to 
consider  the  most  perplexing  question  of  this  progressive  era. 
Reforms  in  government,  reforms  in  industrial  life,  reforms  in 
health  measures  and  the  manner  of  living  of  our  citizens,  in 
conformity  with  the  enlightenment  and  the  humane  spirit  of 
the  age,  are  constantly  demanding  increased  expenditures  of 
the  public  moneys.  There  is  in  this  land  of  ours  today  a  sen- 
timent and  demand  for  preparedness,  and  this  calls  for  the 
expenditure  of  great  sums,  which  must  come  either  directly 
or  indirectly  from  the  people.  And  there  is  also  a  growing 
demand  for  better  roads,  which  means  additional  revenue. 
These  examples  are  sufficient  to  show  the  new  demands  which 
are  being  made  upon  our  public  exchequers.  It  is  known  that 
the  expenses  of  federal  and  state  governments  have  gradually 
increased,  and  it  is  recognized  that  in  the  future  they  will 
continue  to  increase.  You  who  are  associated  together  in  the 
effort  to  solve  this  question  of  taxation  are,  on  the  one  hand, 
confronted  with  this  problem  of  increasing  expenditures, 
while,  on  the  other,  you  are  confronted  with  the  fact  that  the 
amount  of  personal  and  intangible  property  returned  for 
taxation  is  constantly  decreasing.  The  problem  that  you  have 
to  solve  is  how  sufficient  revenue  is  to  be  raised  to  meet  the 
needs  of  the  state  and  local  governments,  considering  these 
increasing  needs  and  these  diminishing  sources  of  revenue. 
It  must,  of  course,  be  raised  by  taxation  in  some  form,  but 
taxation  that  is  not  just  or  equitable  or  fair  to  all  classes  of 
property  is  akin  to  legalized  pillage.  If  you  succeed  in  solv- 
ing this  problem  and  are  at  the  same  time  able  to  be  fair  and 
just  to  all  classes  of  taxpayers,  you  will  have  performed  a 
great  service  for  the  people  of  your  respective  states. 

"We  in  Indiana  have  a  very  excellent  tax  law  of  its  class. 
We  believe  that  it  can  be  improved  upon,  and  to  that  end  the 
last  legislature  provided  for  a  commission  to  study  the  ques- 
tion and  to  report  the  result  of  its  investigations  with  its 
recommendations  to  the  next  general  assembly,  which  meets 
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in  January.  This  commission  will  attend  your  session  and,  I 
am  sure,  will  derive  much  benefit  therefrom. 

On  behalf  of  the  governor  of  Indiana  I  welcome  you  to  our 
state.  On  behalf  of  the  mayor  of  the  city  of  Indianapolis  I 
welcome  you  to  our  capital  city.  Speaking,  I  hope,  with 
proper  modesty,  let  me  assure  you  that  you  are  here  today 
meeting  in  the  greatest  and  best  state  in  the  Union  ;  and  I  fur- 
ther assure  you  that  you  are  meeting  in  the  greatest  and  best 
inland  city  in  the  world ;  and  this  I  say  with  proper  modesty. 
And  I  assure  you  that  when  you  meet  Governor  Ralston,  as  1 
hope  you  will  be  able  to  during  your  stay  with  us,  you  will 
find  him  one  of  the  greatest  and  best  governors  that  you  have 
ever  had  the  pleasure  of  meeting.  And  for  the  people  of  In- 
diana, it  can  be  said  without  any  apology  that  they  are  the 
best  that  will  be  found  anywhere.  You  see,  while  we  in  In- 
diana are  inclined  to  be  modest,  we  do  not  believe  altogether 
in  hiding  our  lights. 

The  committee  in  charge  has  taken  all  necessary  steps  for 
your  deliberations  and  your  proper  entertainment  and  has 
prepared  to  give  you  a  royal  Hoosier  welcome.  I  sincerel.v 
hope  that  your  meeting  will  not  only  be  a  pleasant  one,  but 
also  a  successful  and  profitable  one,  and  that  you  may  arrive 
at  such  a  conclusion  as  will  be  to  the  interest  of  all  our  people, 
without  regard  to  their  stations  in  life,  and  such  a  one  as  will 
be  fair  and  just  and  equitable  to  all.  Again  I  bid  you  wel- 
come to  our  state  and  to  our  city. 

Chairman  Purdy:  We  are  grateful  to  the  attorney  general 
for  his  kindly  and  helpful  words,  and  to  him  and  the  governor 
for  the  welcome  they  have  given  to  us  and  for  what  they  have 
done  to  facilitate  our  deliberations  at  this  our  tenth  annual 
conference. 

This  is  the  anniversary  of  the  founding  of  the  National  Tax 
Conference.  Those  conferences  had  their  start  because  of  the 
idea  of  one  man  and  because  of  the  courage  that  he  had  in 
starting.  It  is  now  seventeen  years  ago  this  coming  October 
that  I  first  heard  of  Allen  Ripley  Foote.  I  was  on  the  train 
from  New  York  City  to  Utica,  New  York,  to  attend  a  state 
economists'  convention,  and  a  gentleman  of  my  acquaintance, 
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Dr.  Robinson,  came  up  to  me  and  said  a  young  friend  of  his 
had  "written  a  paper  on  taxation  and  he  wished  I  would  read 
it  at  the  convention  because  he  was  unable  to  be  present.  I 
said  I  would  be  glad  to  look  it  over  and  if  it  w7ere  readable  I 
should  be  pleased  to  read  it.  I  read  it  over ;  it  was  very  short. 
To  my  intense  surprise  I  found  in  it  certain  suggestions  that 
I  thought  were  unknown  to  more  than  a  half  dozen  persons 
besides  myself,  that  had  never  been  given  to  the  press,  never 
been  published.  The  paper  interested  me  very  much.  I  told 
Dr.  Robinson  it  would  give  me  great  pleasure  to  read  it,  which 
I  did;  and  that  paper  was  by  Allen  Ripley  Foote,  the  young 
friend  of  Dr.  Robinson.  It  was  not  long  after  that  I  met  him 
in  person.  My  reading  his  paper  had  made  him  in  some  sort 
acquainted  with  me  and  I  with  him,  and  there  began  a  friend- 
ship that  will  last  so  long  as  we  are  here.  I  found  that  he  en- 
tertained views  on  public  questions  that  were  new  to  me  and 
that  I  looked  upon  with  doubt  as  visions  of  a  dreamer.  He 
looked  in  various  ways  for  a  better  time  than  I  supposed 
could  come  by  the  means  he  proposed.  He  showed  me  then 
that  it  was  possible  to  regulate  and  control  the  operations  of 
public  service  corporations  in  such  fashion  that  they  should 
render  good  service,  that  they  should  not  be  oppressed  with 
unnecessary  taxation,  and  that,  on  the  other  hand,  they  should 
not  oppress  those  who  paid  them  for  service.  He  described 
the  functions  of  a  regulating  commission,  then  unknown,  in 
the  form  in  which  we  have  it  now.  It  was  at  that  time  that 
he  was  publishing  a  paper  known  as  Public  Policy.  For  sev- 
eral years,  under  great  difficulties,  that  paper  came  out  regu- 
larly, and  while  it  lasted  was  a  source  of  instruction  and  of 
help  to  many  throughout  the  country.  A  little  after  my  meet- 
ing with  him  in  1899  he  went  to  Ohio.  There  he  put  new  life 
into  an  old  association  known  as  the  Ohio  State  Board  of 
Trade,  and  through  that  association  brought  to  the  state  of 
Ohio  a  uniform  public  accounting  law.  Other  laws  came  as  a 
result  in  large  part  of  his  devising,  his  initiative,  and  the  en- 
thusiasm that  he  infused  into  business  men  throughout  the 
state  of  Ohio. 

He  was  interested  in  amending  and  improving  the  tax  laws 
of  Ohio.    To  bring  that  about  it  seemed  that  it  would  be  help- 
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ful  if  similar  movements  could  be  started  in  many  other  states  ; 
that  such  movements  could  be  promoted  by  a  national  body 
that  would  continually  press  forward  toward  better  things; 
that  the  national  association  would  be  helpful  not  only  in  Ohio 
but  everywhere :  and  so  practically  alone  —  with  very  little 
help  from  money  from  outside — he  conceived  and  put  through 
the  plan  of  calling  a  conference  of  delegates  appointed  by  the 
governors  of  the  several  states  of  the  United  States.  I  confess 
that  the  plan  looked  to  me  to  be  beyond  the  means  of  the  few 
he  gathered  about  him  and  beyond  the  power  that  he  could 
bring  to  it,  because  during  all  these  years,  as  you  can  well 
understand,  the  life  of  a  man  publishing  his  own  newspaper 
without  large  circulation,  doing  reform  work,  was  not  an  easy 
life  so  far  as  money  was  concerned.  But  never  did  he  seem 
to  be  disturbed  or  depressed  by  the  lack  of  money.  When  he 
said,  "Let  us  call  a  national  conference,"  there  was  the  faith 
there  that  moved  mountains,  even  if  money  was  lacking. 

Many  of  you  know  somewhat  the  history  of  these  last  ten 
years.  During  the  earlier  years  of  the  National  Tax  Associa- 
tion it  was  no  easy  task  to  keep  it  going.  It  was  no  easy  task 
to  gather  from  so  many  states  the  men  who  would  be  helpful 
and  take  up  the  work  and  push  it  along.  I  hold  in  my  hand 
a  little  pamphlet.  It  lists  some  of  the  books  and  papers  that 
have  been  written  by  Mr.  Foote  during  the  last  thirty  years. 
Doubtless  he  would  send  you  a  copy  if  you  asked  him  for  it, 
and  if  you  will  glance  over  it  you  will  be  amazed  at  the  way  in 
which  this  man  has  pioneered  in  different  fields,  always  keep- 
ing ahead  of  the  best  thought  of  his  day.  He  began  early, 
too,  for  he  enlisted  in  the  Northern  army  in  the  Civil  War, 
went  to  the  front,  was  wounded  and  invalidated  home,  got 
himself  re-enlisted  again,  although  the  doctors  told  him  he 
could  not,  and  went  to  the  front  and  served  to  the  end  of  the 
war.  The  spirit  of  that  early  youth  has  been  with  him  right 
down  to  the  present  time,  and  today  it  may  be  said  of  him,  as 
it  was  of  an  old  friend  of  mine  in  New  York,  he  is  a  good 
many  years  young,  but  he  is  not  old.  And  through  good  re- 
port and  sometimes  through  evil  report,  sometimes  in  the  face 
of  misunderstanding,  he  has  kept  a  straight  course,  kept  faith 
with  himself,  always  believing  in  the  consciousness  and  in  the 


OEGANIZATION  OF  CONFERENCE  23 

intelligence  of  the  people  of  the  United  States  when  a  proper 
appeal  could  be  made  to  that  consciousness,  to  that  intelli- 
gence ;  and  that,  after  all,  is  the  only  basis  upon  which  we  can 
found  success  for  our  states  and  for  the  Union.  It  gives  me 
a  great  deal  of  pleasure  this  afternoon  to  introduce  him  whom 
I  may  now  call  my  old  friend,  Mr.  Allen  Ripley  Foote. 

THE  BIRTH,  WORK,  AND  FUTURE  OF  THE 
NATIONAL  TAX  ASSOCIATION 

ALLEN  RIPLEY  FOOTE 
Honorary  President  and  Founder  of  the  National  Tax  Association 

INTRODUCTION 

I  esteem  it  a  high  privilege  and  a  great  honor  to  be  given 
on  this  occasion — The  Tenth  Annual  Conference  of  the  Na- 
tional Tax  Association — the  opportunity  to  place  on  record 
a  review  of  the  birth  and  work  of  this  association ;  to  express 
some  opinions  of  my  own,  and  then  to  say  some  words  re- 
garding its  future. 

The  forces  that  work  for  the  betterment  of  human  life  are 
never  dependent  upon  the  action  of  a  single  mind.  All  move- 
ments with  such  a  purpose  have  their  inception  in  inspired  rea- 
son and  the  stern  teachings  of  experience.  When  such  move- 
ments begin,  no  finite  mind  may  know.  They  are  the  product 
of  all  past  life  reaching  back  to  the  beginning  of  human 
experience. 

When  a  movement  of  this  character  is  to  be  born,  numbers 
of  growing  minds,  widely  separated,  frequently  unknown  or 
but  little  known  to  each  other,  have  dreams  which  prepare 
them  to  co-operate  with  others  in  doing  the  work  necessary 
to  make  their  dreams  come  true. 

The  heart  of  every  government  is  in  its  system  of  taxation. 
Only  through  the  efficient  action  of  this  heart  can  a  govern- 
ment draw  the  money — the  life  blood  that  is  absolutely  neces- 
sary to  support  its  life  and  give  it  power — from  the  sources 
of  its  production. 

No  government  can  be  perfect  without  a  perfect  system  of 
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taxation.  The  problems  of  just  taxation  are  as  old  as  the 
efforts  of  men  to  govern  men,  and  are  afflicted  with  all  the 
imperfections  inherent  in  man-made  governments. 

BEGINNING  OF  THE  MOVEMENT 

There  came  a  day  when  a  number  of  persons,  drawn  by 
their  natural  inclinations  or  urged  by  the  public  needs  of 
their  states  and  communities,  actively  undertook  the  work  of 
improving  their  systems  of  taxation.  Like  all  seekers  after 
truth,  they  were  eager  to  obtain  and  to  give  help  whenever 
and  wherever  opportunity  offered.  Becoming  known  to  each 
other  through  their  quest  for  information  that  would  aid  them 
in  the  solution  of  their  own  problems,  it  was  but  natural,  as  a 
result  of  their  individual  conferences,  for  them  to  devise  and 
bring  into  life  an  organization  through  which  they  could  rea- 
sonably expect  to  accomplish  their  purpose,  especially  as  it  was 
apparent  to  them  that  work  successfully  done  in  one  state 
would  give  strength  to  efforts  to  accomplish  similar  results  in 
other  states.  This  expectation  was  based  on  the  similarity  in 
the  obstructions  found  embodied  in  the  constitutions  and 
statutory  laws  of  the  several  states. 

THE  FIRST  OBSTACLES  ATTACKED 

Prior  to  1907,  the  year  in  which  the  National  Tax  Associa- 
tion was  organized,  much  unassociated  work  had  been  done, 
practically  on  the  lines  since  followed  by  this  association.  In 
all  but  10  or  12  states  freedom  of  action  on  the  subject  of 
taxation  was  denied  to  the  state  legislatures  by  their  state 
constitutions.  These  constitutions  had  been  adopted  under 
conditions  existing  when  each  state  was  organized.  However 
well  they  may  have  been  suited  to  the  conditions  existing 
when  they  were  adopted,  it  is  clear  that  the  tremendous  prog- 
ress since  made  in  all  conditions  affecting  the  economic  and 
social  life  of  the  people  required  changes  in  the  taxation  pro- 
visions fossilized  in  these  aged  constitutions  before  the  system 
of  taxation  in  such  states  could  be  properly  adjusted  to  modern 
requirements.  Efforts  were,  therefore,  first  directed  to  im- 
proving state  constitutions  and  preventing  new  states  from 
copying  the  errors  made  by  older  states. 


OKGANIZATION  OF  CONFERENCE  25 

In  this  work  the  state  of  Virginia  had  the  longest  pull. 
Its  first  action  was  taken  in  1902,  and  became  effective  in 
1912.  Minnesota  began  in  1902  by  appointing  an  investigat- 
ing commission  and  succeeded  in  amending  its  constitution  in 
1906. 

Early  in  1907  Mr.  Lawson  Purdy,  Mr.  A.  C.  Pleydell,  and  I. 
with  the  help  of  others  who  had  been  brought  in  touch  through 
work  done  in  Minnesota,  raised  funds  and  employed  Mr. 
Nelson  "W.  Evans,  of  Portsmouth,  Ohio,  to  attend  the  Okla- 
homa constitutional  convention  for  the  purpose  of  aiding  its 
members  in  the  work  of  drafting  and  adopting  a  taxation  pro- 
vision similar  in  form  to  the  new  -provision  placed  in  the 
constitution  of  Minnesota.  Mr.  Evans  succeeded  in  his  mis- 
sion. The  people  of  Oklahoma  owe  the  liberty  they  now  enjoy 
in  dealing  with  the  subject  of  taxation  to  the  work  done  by 
those  who  organized  the  National  Tax  Association. 

WHERE  THE  IDEA  OP  ORGANIZING  A  NATIONAL  TAX  ASSOCIATION 

CAME  PROM 

The  source  of  the  inspiration  which  developed  and  guided 
this  work  came  from  the  experience  of  those  who  organized, 
gave  direction  to,  and  managed  the  work  of  the  New  York 
Tax  Reform  Association,  which  was  born  in  1891  and  is  now 
a  living  organization  in  a  condition  of  vigorous  development, 
accomplishing  effective  work  under  the  strong  and  diplomatic 
management  of  its  secretary,  Mr.  Arthur  C.  Pleydell.  The 
idea  of  organizing  a  National  Tax  Association  came  to  me  as 
a  development  from  the  experience  of  the  New  York  Tax 
Reform  Association. 

THE   FIRST  STEP 

In  December,  1906,  wrhen  Mr.  Lawson  Purdy  was  in  Colum- 
bus for  the  purpose  of  addressing  the  Ohio  State  Board  of 
Commerce  on  the  subject  of  taxation,  the  following  persons,  in 
an  informal  conference,  approved  my  suggestion  that  a  Na- 
tional Tax  Association  be  organized:  Mr.  Lawson  Purdy,  of 
New  York ;  Mr.  F.  A.  Derthick,  of  Mantua,  Ohio ;  Mrs.  Mary 
E.  Lee,  of  Westerville,  Ohio;  Mrs.  Mary  C.  Snyder,  of  Colum- 
bus, Ohio;  and  I.     It  was  then  understood  that  Mr.  Purdy 
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was  to  become  the  president  of  the  proposed  organization,  but, 
before  the  plan  of  organization  was  drafted  and  approved  by 
these  organizers,  Mr.  Purdy  was  appointed  to  his  present  posi- 
tion— President  of  the  Board  of  Taxes  and  Assessments  of  New 
York  City — and  could  not,  on  this  account,  become  the  active 
leader  in  the  work  of  organizing  and  developing  the  proposed 
National  Tax  Association.  As  a  result,  the  duties  and  the 
office  of  president  came  to  me. 

The  organization  was  effected  by  electing  the  following  offi- 
cers :  Allen  Ripley  Foote,  president ;  Lawson  Purdy,  vice-presi- 
dent; Foster  Copeland,  treasurer;  Mary  C.  Snyder,  secretary. 
Mrs.  Snyder  performed  the  duties  of  this  office  for  five  years. 
A  tentative  plan  of  organization  which  crystallized  its  pur- 
poses into  a  concrete  statement  and  a  constitution  for  its  gov- 
ernment was  formulated  and  adopted.  Thus  the  work  of 
organizing  the  First  National  Conference  on  State  and  Local 
Taxation  was  begun.  This  conference  was  held  in  Columbus, 
Ohio,  November  12-15,  1907. 

At  a  business  meeting  of  the  association,  following  the  last 
session  of  the  conference,  the  work  done  by  the  organizers  of 
the  movement  was  formally  approved  and  adopted  by  those 
who  had  qualified  as  members;  and  thus  the  National  Tax 
Association  was  born  and  became  a  living  organization,  en- 
dowed with  a  goodly  supply  of  brains,  a  heart,  and  a  soul. 

OUR   SPONSORS 

In  the  organization  of  this  first  National  Tax  Conference 
the  Hon.  Andrew  L.  Harris,  then  governor  of  Ohio,  and  Mr. 
George  E.  Pomeroy,  president  of  the  Ohio  State  Board  of 
Commerce,  rendered  service  of  high  value.  Through  Mr. 
Pomeroy 's  efforts  Hon.  Curtis  E.  Guild,  then  governor  of 
Massachusetts,  was  induced  to  attend  and  preside  over  all  its 
meetings.  All  the  details  of  this  conference  were  arranged 
and  carried  out  by  Mr.  A.  C.  Pleydell,  Mr.  E.  L.  Hey  decker, 
and  Mr.  Wm.  Ryan,  of  the  New  York  Tax  Reform  Association, 
and  Miss  Ella  V.  Ryan,  who  came  from  Madison,  Wisconsin. 
for  this  purpose. 

This  conference  was  composed  of  delegates  appointed  by  the 
governors  of  states,  the  premiers  of  Canadian  provinces,  and 
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the  presidents  of  universities.  It  was  a  self-governed  body. 
Only  delegates  appointed  as  stated  had  the  power  to  vote  on 
any  question  coming  before  the  conference  for  its  action. 
Members  of  the  association,  as  such,  had  no  vote.  These  pro- 
visions effectually  safeguarded  the  conference  against  manipu- 
lation or  domination  by  those  who  were  charged  with  the  duties 
of  managing  its  details ;  by  the  officers  of  the  association ;  by 
those  having  pet  economic  theories  to  exploit;  or  by  those  who 
might  be  tempted  to  undertake  to  accomplish  a  selfish  purpose 
by  the  undue  influence  supposed  to  be  attached  to  liberal  finan- 
cial support. 

THE  PURPOSES   OF   THE   CONFERENCE   STATED 

Governor  Harris  established  a  precedent,  which  several  gov- 
ernors of  other  states  in  which  a  conference  has  since  been  held 
have  willingly  followed,  by  officially  inviting  the  governor  of 
each  state  to  appoint  delegates  to  represent  that  state  in  this 
conference.  In  his  letter  of  invitation,  under  date  of  August 
20,  1907,  Governor  Harris  stated  the  purposes  of  this  confer- 
ence as  follows : 

1.  To  secure  an  authoritative  and  an  exhaustive  discussion  of  the  sub- 
ject of  state  and  local  taxation  in  all  of  its  details. 

2.  To  produce  a  volume  of  proceedings  containing  the  best  thought  of 
those  who,  by  reason  of  their  special  educational  training  and  practical 
experience,  are  qualified  to  speak  with  authority  upon  the  specific 
branches  of  the  subject  they  may  elect  to  discuss. 

3.  To  furnish  to  the  members  of  the  legislatures  of  the  several  states 
a  concrete,  up-to-date  statement  of  the  economic  and  business  principles 
that  should  be  applied  in  state  and  local  tax  legislation,  to  be  used  as  a 
guide  for  their  action  when  considering  proposals  to  improve  the  tax 
laws  of  their  respective  states  and  the  administration  of  the  same. 

4.  By  this  means  to  secure  the  application  of  correct  economic  and 
business  principles  in  all  tax  legislation,  and  thus  develop  a  high  degree 
of  uniformity  in  the  tax  laws  of  the  several  states. 

5.  By  securing  uniformity  in  state  tax  laws,  to  eliminate  the  evil  of 
changes  in  legal  residence  and  the  location  of  business  and  undertakings 
induced  by  differences  in  state  tax  laws,  and  to  create  conditions  of  high 
value  in  aid  of  the  effective  and  economical  management  of  the  financial 
affairs  of  all  state  and  local  governments. 

CHANGES  IN  THE  ORIGINAL  PLAN 

The  essential  features  of  the  original  plan  of  organization 
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remain  unchanged.  The  name  'International"  was  adopted 
at  the  first  business  meeting  of  the  association  in  consideration 
of  the  presence  of  representatives  from  three  Canadian  prov- 
inces, but  later,  when  it  was  realized  that  this  term  was  a 
handicap,  with  the  approval  of  the  Canadian  members,  the 
name  was  changed  to  its  original  form — ' '  National. ' ' 

As  originally  organized  it  was  planned  to  confine  the  work 
of  the  association  to  problems  of  state  and  local  taxation ;  but 
at  its  first  conference  it  was  found  to  be  necessary  to  enter  a 
protest  against  the  interference  of  the  federal  government  with 
a  source  of  revenue  depended  upon  by  several  states  for  their 
own  support — the  taxation  of  inheritances.  Since  then  there 
lias  been  a  growing  disposition  on  the  part  of  Congress  to  ap- 
propriate for  the  support  of  the  federal  government  various 
sources  of  taxation  which  have  always  been  utilized  as 
sources  of  state  revenue.  On  this  account  an  amendment  to 
the  constitution  of  the  association  was  adopted  at  its  seventh 
annual  meeting,  in  1913,  to  enable  it  to  enter  the  field  of 
federal  taxation  as  a  part  of  its  work. 

STATE   TAX   ASSOCIATIONS   AND   STATE   CONFERENCES    OF    TAX 
OFFICIALS 

The  widespread  and  serious-minded  interest  created  by  the 
work  of  this  association  to  improve  state  systems  of  taxation, 
and  the  example  set  by  its  annual  conferences,  are  shown  by  the 
fact  that  since  its  organization  a  number  of  efficient  state  tax 
associations  have  been  organized,  which  hold  regular  annual 
meetings  and  publish  their  proceedings  or  bulletins  to  bring 
their  work  to  the  knowledge  of  taxpayers  and  members  of  the 
legislature  of  their  state.  This  organized  work  is  being  sup- 
plemented in  many  states  by  state  conferences  of  all  state  and 
local  tax  officials.  Some  of  these  conferences  arc  provided 
for  by  law. 

In  this  movement  the  following  states  are  leaders;  North 
Dakota,  New  York,  the  Association  of  New  England  States. 
Michigan,  Indiana,  Kansas,  New  Mexico,  and  Kentucky. 

ADMINISTRATION  OF  TAX    LAWS 

From  its  birth  this  association  lias  done  much  work  to  se- 
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cure  improvement  in  the  administration  of  tax  laws.  With 
this  purpose  in  view  it  has  aided  the  creation  of  permanent 
state  tax  commissions.  Prior  to  1907  the  following  states  had 
a  state  tax  commissioner,  or  a  state  tax  commission  ;  Connec- 
ticut, Indiana,  Maine,  Massachusetts,  Michigan,  New  Jersey, 
New  York,  North  Carolina,  Texas,  Washington,  West  Vir- 
ginia, and  Wisconsin. 

Beginning  with  1907,  the  following  states  have  created  tin- 
office  of  state  tax  commissioner,  or  a  permanent  state  tax 
commission : 

1907 — Alabama,  Kansas,  and  Minnesota;  1909 — Arkansas, 
Oregon,  and  Wyoming;  1910 — Ohio;  1911 — Colorado.  New 
Hampshire,  and  North  Dakota;  1912 — Arizona  and  Rhode 
Island;  1913 — Florida,  Georgia,  Montana,  Nevada,  and  youth 
Dakota;  1914 — Maryland;  1915 — South  Carolina.  Making  a 
total  of  31  states  now  having  such  tax  officials. 

ANNUAL   VOLUME   OP   PROCEEDING 

One  of  the  best  services  rendered  by  this  association  lias 
been  given  in  the  publication  of  a  volume  of  the  Proceedings 
of  the  conferences  held  under  its  auspices.  The  nine  volumes 
now  issued  contain  the  full  text  of  all  papers  read  before  the 
several  conferences,  the  reports  of  all  committees,  and  the  dis- 
cussions on  the  same.  These  volumes  now  contain  the  best 
body  of  literature,  and  are  a  source  of  the  best  information 
now  obtainable  on  the  subject  of  state  and  local  taxation. 
Their  value  to  students,  tax  officials,  members  of  state  legis- 
latures and  of  Congress  and  to  state  and  federal  executive 
officers  grows  from  year  to  year.  They  are  being  preserved 
and  made  accessible  in  all  public  and  private  libraries  of  the 
first  class,  and  are  being  quoted  from  freely  in  the  multitude 
of  discussions  of  taxation  subjects  continually  occurring  in 
civic  bodies,  educational  institutions,  state  legislatures,  state 
constitutional  conventions,  and  Congress. 

THE  BULLETIN  OF  THE  NATIONAL  TAX  ASSOCIATION 

The  widespread  and  earnest  interest  the  work  of  this  asso- 
ciation has  aroused  in  the  subject  of  better  tax  laws  and  their 
administration  is  attested  by  the  fact  that  the  publication  of  a 


30  NATIONAL  TAX  ASSOCIATION 

monthly  National  Tax  Association  Bulletin  is  now  required  to 
satisfy  the  demand  for  up-to-date  information.  Under  the 
management  and  editorship  of  Prof.  Thomas  S.  Adams,  the 
able  and  efficient  secretary  of  the  association,  this  publication 
has  performed  a  service  of  high  value.  No  tax  official,  from  a 
township  assessor  to  a  state  tax  commissioner;  no  executive 
officer  of  a  municipal,  state,  or  the  federal  government;  no 
legislative  representative  in  a  municipal  council,  a  state  legis- 
lature or  in  Congress ;  and  most  emphatically  no  taxpayer  who 
is  compelled  to  support  these  officials  and  furnish  the  money 
they  spend,  should  fail  to  be  a  regular  reader  of  this  bulletin. 
Each  and  every  such  person  can  draw  from  it  information  that 
will  be  useful  to  him  in  his  business  in  ways  that  will  make 
the  money  expended  in  buying  it,  and  the  time  expended  in 
reading  it,  a  sure  100  per  cent  investment. 

MEMBERSHIP   AND   FINANCIAL,   SUPPORT 

Unlike  the  governments  which  this  association  seeks  to  im- 
prove by  aiding  them  to  overcome  some  of  their  imperfections, 
the  association  has  no  power  to  compel  its  beneficiaries  to  con- 
tribute a  portion  of  their  life  blood  for  its  support.  It  is  not 
supported  by  conscripts  but  by  volunte 

The  difficulties  experienced  by  governments  in  securing  rev- 
enue for  their  support  show  how  prone  business  men  are  to 
underestimate  the  tangible  value  to  them  of  intangible  benefits 
they  receive,  profit  by,  and  enjoy,  which  are  the  direct  pro- 
ducts of  government.  But  when  a  government  calls  on  them 
to  pay,  they  respond  because  the  call  is  backed  with  power  to 
take  from  them  what  the  government  needs. 

When  a  voluntary  organization,  in  whatever  held  of  useful 
service  it  may  be  working,  calls  for  voluntary  support,  its  call 
is  not  backed  with  power  to  take  what  it  heeds.  It  must  stand 
with  hat  in  hand  and  express  suitable  thanks  for  what  is 
voluntarily  given.  The  beneficiary  almost  invariably  assumes 
the  attitude  and  air  of  a  benefactor.  And.  in  fact,  he  is 
titled  to  occupy  such  a  position,  but  not  towards  the  workers 
who  are  doing  him  a  service.  He  is  a  benefactor  to  those  who 
profit  by  the  service  he  helps  to  support  but  who  unfairly  de- 
cline to  contribute  to  the  common  good. 
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Neither  this  association,  nor  any  government,  can  render  the 
best  service  of  which  it  is  capable  without  ample  support. 
That  support  will  be  abundantly  ample  when  every  taxpayer 
of  large  ability  pays  to  this  association  its  nominal  annual 
membership  charge  of  $5.00,  for  which  he  will  receive  the  di- 
rect tangible  benefit  of  a  copy  of  the  current  volume  of  the 
Proceedings  of  the  National  Tax  Conference,  and  the  monthly 
issues  of  the  association  Bulletin.  Members  of  this  associa- 
tion and  tax  officials  who  come  in  direct  contact  with  all  such 
taxpayers  have  it  in  their  power,  by  a  word  fitly  spoken  at  a 
proper  time,  to  cause  every  such  taxpayer- to  become  enrolled 
in  its  membership  and  thus  supply  the  association  with  the  life 
blood  it  needs  and  must  have  if  it  is  to  continue  to  live  and 
have  power  to  accomplish  results  that  will  aid  in  developing 
better  conditions  for  the  economic  life  of  the  people ;  aid  in 
helping  governments  to  fulfill  the  purpose  of  their  existence — 
which  is  to  establish  justice  and  to  safeguard  every  person  in 
the  enjoyment  of  his  life  and  the  comforts  obtainable  by  the 
ownership  of  property. 

I  make  this  statement  because  I  know  Mr.  Alfred  E.  Hol- 
comb,  the  man  of  tireless  energy  who  is  serving  this  associa- 
tion as  its  treasurer,  is  entitled  to  and  must  have  the  loyal 
support  and  co-operation  of  every  member,  and  of  every  tax 
official  in  the  work  of  retaining  and  increasing  its  membership, 
if  the  association  is  to  live  and  grow. 

Those  who  organized  this  association  saw  dark  days  and 
carried  heavy  burdens;  but  their  trials  were  no  more  severe 
than  have  been  the  trials  of  those  who  have  taken  their  places 
and  become  responsible  for  its  continued  life  and  usefulness. 
If  you  wish  to  honor  the  organizers  of  this  association,  let  your 
wish  manifest  itself  in  the  support  you  give  to  their  successors 
and  thus  render  more  enduring  and  useful  the  National  Tax 
Association  at  whose  birth  we  officiated  ten  years  ago.  In 
doing  us  such  honor  you  will  honor  yourselves  and  show  the 
true  spirit  of  volunteers  who  freely  give  of  their  substance 
and  life  for  the  service  of  the  common  good. 

PROGRESS   MADE   EST   OVERCOMING    CONSTITUTIONAL    BARRIERS 

Going  back  to  our  beginning,  we  can  now  furnish  a  measure 
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of  the  progress  we  have  made  in  overcoming  constitutional 
barriers.  Since  1907  the  following  states  have  made  desired 
changes  in  the  taxation  provisions  of  their  constitutions : 
1909,  Michigan;  1911,  Arizona;  1913,  Maine;  1914,  New 
Mexico  and  North  Dakota ;  1915,  Kentucky  and  Maryland ; 
Wisconsin  and  Massachusetts  have  adopted  constitutional 
amendments  giving  freedom  in  the  taxation  of  incomes.  All 
this  is  history. 

GROWTH  IN   TAXATION 

The  growth  in  taxation,  municipal,  state,  and  federal,  dur- 
ing the  ten  years  covered  by  this  history,  is  a  portentous  dan- 
ger signal.  The  tendency  to  increase  the  objects  for  which 
money  arbitrarily  taken  from  taxpayers  may  be  expended,  and 
the  lack  of  efficiency  in  the  administration  of  government 
affairs,  must  be  checked  or  the  ability  to  pay  will  become 
exhausted. 

STATISTICS  OP  REVENUES,   DEBTS,   AND  TAXATION 

The  census  report  of  wealth,  debt,  and  taxation  for  1913 
gives  comparable  figures  for  the  national  and  state  govern- 
ments for  1903,  but  no  figures  for  county  and  local  govern- 
ments for  prior  years.  The  older  figures  given  here  for 
county  and  local  governments  are  from  the  1902  report,  ami 
may  not  be  exactly  comparable.  Receipts  from  the  postoffice 
and  from  all  bond  issues  have  been  excluded. 

INCREASE   IN    PUBLIC   REVENUES 

Revenues                                                       1902  or  1903  191S 

National  government   $523,007,507  $682,892,706 

State  governments   189,165,067  367,585,331 

County  governments 199,119,468  370,043,046 

Local  governments   719,284,707  1,108,197,388 


Total   $1,630,576,749      $2,528,718,471 

Increase  per  capita  1903  1913 

Per  capita,  total 22.00  L'7.50 

Per  capita,  state  (from  census)    2.34  3.80 

Per  capita,  cities  over  30,000  (report  on  cities)    1902- 

1912 20.12  28  28 
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INCREASE   IN    PUBLIC   DEBT 

From  Net  indebtedness 

census  report  less  sinking  Per  capita 

1902  funds.     1913  1902        1913 

National  government  .  .     $969,457,241         $1,028,564,055  12.22       10.59 

States 239,369,271  345,942,305  3.03         3.57 

Local  (including 

county)     1,630,069,610  3,475,954,353  20.74       35.81 


Total    $2,838,896,122         $4,850,460,713       35.99       49.97 

INDEBTEDNESS    AT    STATED   PERIODS 

Total   indebtedness,   less   sinking  fund   assets   or   funds   available    for 
payment  of  debt: 

United  States  Minor  subdivisions 

1913— $1,028,564,055  1913— $3,475,954,353 

1902—      969,457,241  1902—  1,630,069,610 

1890—      851,912,752  1890—      925,989,603 

States  Total:  U.  S.,  states,  and  minor  sub. 
1913—  $  345,942,305  1913— $4,850,460,713 

1902—      239,369,271  1902—  2,838,896,122 

1890—      211,210,487  1890—  1,989,112,842 

AD  VALOREM   TAXES  LEVIED  BY  ALL   STATES 

1912— $1,349,841,038 
1902—  725,736,539 
I860—   94,186,746 

GOVERNMENTAL   COST   PAYMENTS   FOR    1913 

United  States    $952,600,857 

States    382,551,199 

Counties    385,181,760 

Incorporated  places    1,246,659,009 


Total  cost  payments $2,966,992,825 

This  increase  in  the  amount  of  taxation  is  due  to  the  na- 
tural increase  in  the  demands  for  purposes  approved  by  those 
who  managed  public  affairs  before  our  day,  plus  demands  for 
purposes  of  our  own  creation. 

Growth  in  taxation  is  not  necessarily  an  evil.     It  becomes  an 

evil  only  when  it  is  due  to  expenditures  for  other  than  public 

purposes  and  the  unnecessary  cost  of  inefficient  service.     The 

burdens  of  taxation  are  transformed  into  helpful  benefits  when 
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a  government  returns  to  a  taxpayer  services  of  greater  value 
than  the  payment  exacted  from  him.  For  this  reason  tax- 
payers will  be  greatly  benefited  by  the  adoption  and  efficient 
administration  of  scientific  accounting  systems.  Such  a 
course  is  more  effective,  and  therefore  more  helpful,  than  tax 
limiting  laws;  but  experience  is  proving  that  both  accounting 
and  tax  limiting  laws  are  needed  to  curb  the  unwise  exercise 
of  the  political  power  of  taxation. 

The  people  have  no  moral  or  economic  right  to  delegate 
to  their  representatives  authority  to  exercise  the  power  of 
taxation  without  requiring  from  them  a  strict  accounting  as 
to  the  purposes  for  which  they  exercise  such  power,  and  the 
economic  efficiency  with  which  they  expend  the  revenues  they 
collect.  The  delegation  of  authority  to  exercise  the  power 
of  taxation  without  reserving  the  right  or  performing  the  duty 
of  regulating  the  purposes  for  which  it  may  be  used,  and  the 
manner  in  which  it  is  used,  is  an  act  of  abdication  on  the 
part  of  a  sovereign  people. 

AN  IDEAL  POLICY  FOR  THE  PUBLIC  PRESS  AND  EVERY  CITIZEN 

On  Saturday.  August  19,  1916,  The  New  York  Times  cele- 
brated the  twentieth  anniversary  of  the  day  on  winch  Mr. 
Adolph  S.  Ochs.  through  his  ownership,  assumed  its  man- 
agement. At  that  time  Mr.  Ochs  made  the  following  an- 
nouncement of  the  policy  by  which  llu  \>  w  York  Times 
was  to  be  governed  : 

"To  intensify  its  devotion  to  the  cause  of  Bound  money  and  tariff 
reform ;  opposition  to  wastefulness  and  peculation  in  administering  pub- 
lic affairs;  and  in  its  advocacy  of  the  lowest  tax  consistent  with  good 
government ;  and  no  more  government  than  is  absolutely  necessary  to 
protect  society,  maintain  individual  and  vested  rights,  and  assure  the  free 
exercise  of  a  sound  conscience. ' ' 

That  there  is  urgent  need  that  this  Times  policy  shall  be 
adopted  and  intelligently  urged  by  the  public  press,  and  by 
every  citizen  who  has  the  ability  to  aid  in  formulating  public 
opinion,  is  demonstrated  by  the  statistics  here  presented,  and 
by  the  rapidly  growing  tendency  to  interfere,  through  more 
and  still  more  government,  in  the  management  of  the  economic 
and  social  affairs  of  a  supposedly  self-governed  people.     Such 
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a  tendency  gains  strength  from  every  permitted  extension  of 
governmental  activity,  for  whatever  purpose  it  may  be  advo- 
cated or  tolerated. 

A   NEW   DEPARTMENT   OF   STATE   IS   NEEDED 

The  founders  of  our  federal  government  won  undying  fame 
for  wisdom  by  dividing  the  powers  of  government  into  three 
independent,  co-ordinate  departments — legislative,  executive, 
and  judicial.  The  time  has  come  when  a  fourth  department 
of  state  is  needed  —  a  department  of  public  accounting  and 
auditing.  The  officials  and  employees  of  such  a  department 
should  be  appointed  and  hold  office  independent  of  the  poli- 
tical power  the  accounts  of  which  it  is  to  audit. 

The  functions  of  this  department  will  be  to  detect  wasteful 
and  unthrifty  expenditures  of  taxpayers'  money,  and  to  re- 
port facts  for  the  guidance  of  legislative  action,  uninfluenced 
by  the  exigencies  of  party  politics. 

I  predict  that  the  public  accounting  laws  enacted  and  now 
being  enforced  by  Ohio,  Indiana,  and  several  other  states,  will 
ripen  into  such  departments,  provided  for  and  made  perma- 
nent by  amendments  to  the  constitutions  of  the  several  states. 

To  the  work  of  such  a  department,  when  properly  consti- 
tuted and  administered,  posterity  is  certain  to  ascribe  the  effi- 
ciency of  our  municipal,  state,  and  federal  governments. 

MY  THEORY  OF  TAXATION 

I  have  formulated  my  theory  of  taxation  into  the  follow- 
ing propositions: 

First.  The  power  of  taxation  may  be  used  for  construction 
or  destruction. 

Second.  The  wisdom,  or  lack  of  wisdom,  of  a  taxation  sys- 
tem is  demonstrated  by  what  it  tends  to  develop  or  by  what 
it  tends  to  destroy. 

Third.  Tithes  should  be  taken  from  the  harvest  in  the  corn 
crib,  not  from  the  seed  in  the  sack. 

Fourth.  Taxes  on  net  incomes  should  be  paid  by  the  per- 
son who  receives  the  income,  not  by  its  producer. 

Fifth.  Taxes  on  inheritances  should  be  paid  to  the  state 
through  which  the  transfer  of  ownership  is  confirmed,  and 
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also  to  states  within  the  jurisdiction  of  which  inherited  prop- 
erty is  located  and  receives  the  benefits  of  the  state's 
protection. 

Sixth.  Taxes  on  property  should  be  levied  on  that  form 
of  property  to  which  all  socially  and  politically  created  in- 
crements of  value  automatically  attach. 

Seventh.  Written  or  printed  instruments  executed  to  con- 
firm title,  to  transfer  title,  or  to  secure  the  payment  of  a  debt 
by  encumbering  a  title  to  property  in  any  form,  should  not 
be  taxed. 

Eighth.  Money  in  hand,  demand  and  time  deposits ;  the 
instruments  of  credit;  transfers  of  property  or  of  the  evi- 
dence of  the  ownership  of  property  should  not  be  taxed. 

Ninth.  Do  not  tax  any  movable  thing  you  want  to  get  or 
want  to  keep. 

Tenth.  When  the  gross  earnings,  net  earnings,  or  net  in- 
come of  a  business  organization,  or  of  an  individual,  are  taxed, 
none  of  the  facilities  used  for  the  production  of  such  earnings 
or  income  should  be  taxed,  excepting  land  to  which  social  ami 
political  increments  of  value  automatically  attach. 

Eleventh.  The  subjects  of  taxation,  or  the  revenue  derived 
from  their  taxation,  should  be  so  segregated  or  distributed  as 
to  prevent  the  taxation  of  the  same  subject  by  more  than  one 
taxing  body  or  authority. 

Municipal,  state,  and  federal  governments  must  thoroughly 
learn  the  lesson  that  nothing  is  so  mobile  as  the  instruments 
of  commercial  capital  and  credits;  that  business  enterprises 
are  easily  moved;  that  no  municipality,  state,  or  nation  can 
improperly  or  unjustly  tax  business  capital,  business  enter- 
prises, and  the  instruments  of  credit,  without  suffering  loss, 
because  business  capital  and  business  enterprises  will  leave  the 
jurisdiction  of  an  antagonistic  government.  Municipal,  state, 
and  federal  governments  will  learn  by  the  teachings  of  experi- 
ence, if  they  refuse  to  learn  by  the  teachings  of  reason,  that 
they  cannot  hold  business  capital  and  business  enterprises  sub- 
ject to  their  jurisdiction  if  they  do  not  exercise  their  powers 
of  taxation  and  regulation  wisely. 
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DISCUSSION  OF  TAXATION  THEORIES  BY  BUSINESS  MEN 

One  of  the  purposes  of  this  association  is  to  induce  tax- 
payers to  meet  tax  legislators,  tax  spenders,  tax  assessors,  and 
tax  collectors  in  the  free  forum  it  has  created,  and  there  to 
discuss  every  theory  of  taxation,  by  whomever  advocated,  and 
give  the  public  the  benefit  of  their  practical  observations  and 
judgment  regarding  the  economic  and  social  effects  of  the  tax 
laws  by  means  of  which  governments  draw  their  support  from 
the  pockets  of  the  people. 

When  business  men  discuss  taxation  theories,  and  the 
economic  and  social  effects  of  tax  laws  in  this  forum,  and  in 
their  industrial  publications  designed  to  promote  the  welfare 
of  the  industry  in  which  they  are  engaged,  a  well  directed 
and  a  well  sustained  progress  will  be  developed.  As  an  ex- 
ample of  what  is  being  done  in  these  sources  of  public  opinion, 
the  following  is  taken  from  the  commercial  letter  issued  by 
The  National  City  Bank,  of  New  York,  for  August,  1916: 

' '  The  more  the  federal  government  does  within  the  province  formerly 
reserved  to  the  states  the  more  it  will  be  asked  to  do.  The  authorization 
of  an  expenditure  of  $85,000,000  from  the  federal  treasury  to  be  appor- 
tioned among  the  states  for  roads  is  an  illustration  of  the  tendency. 
This  offering  is  made  in  the  form  of  a  bonus  to  stimulate  state  activity, 
and  it  may  have  good  results,  but  there  is  danger  in  the  fact  that  money 
from  the  federal  treasury  is  commonly  regarded  as  of  the  nature  of  a 
bonus.  The  federal  treasury  has  always  seemed  to  be  fed  by  unseen 
springs,  and  it  will  seem  more  so  than  ever  in  the  future,  with  enormous 
income  taxes  paid  by  less  than  one  per  cent  of  the  population,  and  the 
precedent  for  other  taxes  aimed  at  selected  industries,  upon  the  off-hand 
opinion  that  they  are  able  to  stand  it. 

"It  is  a  recognized  principle  of  taxation  that  taxes  should  be  arranged 
to  interfere  as  little  as  possible  with  industry,  and  to  be  light  upon  the 
common  necessities  of  life.  Luxuries  have  always  been  fair  game  for  the 
treasury.  Presumably  a  man  will  not  buy  luxuries  until  he  has  provided 
the  necessities,  and  if  this  were  always  true  a  tax  upon  the  former  would 
only  reduce  his  purchases  in  that  quarter.  Unfortunately,  there  are 
people  who  reverse  the  order,  but  they  can  hardly  expect  systems  of  tax- 
ation to  be  adapted  to  them.  The  expenditures  which  people  do  not  need 
to  make,  and  which  when  made  are  unproductive,  aggregate  a  very  large 
amount  among  all  classes,  and  it  is  against  these  that  taxation  should 
be  directed.  It  harms  nobody  to  pay  a  little  upon  his  indulgencies  and 
vanities,  and  it  is  wholesome  for  everybody  to  realize  that  he  is  paying 
something  for  the  support  of  the  government  under  which  he  lives. 
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"One  of  the  objections  to  raising  vast  sums  by  income  taxes  which 
reach  only  a  few  is  that  there  is  no  general  understanding  of  the  real 
cost  of  this  appropriation  to  the  public.  It  is  not  clearly  understood 
that  these  sums  are  taken  from  the  community  's  capital  fund,  thus  lessen- 
ing the  productive  wealth  which  is  the  most  potent  agency  of  community 
progress.  The  fund  which  it  is  first  of  all  important  shall  be  protected 
from  impairment  is  that  devoted  to  sustaining  the  health,  strength,  and 
productive  capacity  of  the  people  themselves.  The  fund  of  next  impor- 
tance is  the  savings,  or  surplus,  which,  if  not  dissipated,  Avill  be  used  for 
construction  and  industrial  development,  thus  enlarging  the  productive 
capacity  of  the  population.  Between  these  two  funds  is  a  zone  of  expen- 
ditures wherein  an  enormous  waste  is  constantly  occurring.  It  is  within 
this  zone,  so  far  as  practicable,  that  taxation  should  fall.  When  people 
labor  under  the  impression  that  taxes  wrung  from  the  rich  involve  no 
cost  to  others,  and  that  it  is  really  beneficial  to  reduce  the  'swollen' 
fortunes,  the  situation  threatens  the  progress  of  the  community." 

MY  IDEAL  SYSTEM  OF  TAX  ADMINISTRATION 

First:  Municipal  and  County  Assessors  and  County  Tax 
Appeal  Juries 

The  office  of  assessor  should  be  permanent  and  well  paid, 
with  the  purpose  of  making  the  vocation  of  assessor  a  profes- 
sion. It  should  be  filled  by  appointments  made  by  county 
commissioners,  on  the  recommendation  of  municipal  or  county 
industrial  organizations. 

Every  municipal  and  county  assessor  should  be  responsible 
for  the  work  done  by  his  deputies;  and  to  fix  this  responsi- 
bility lie  should  exercise  the  power  of  appointment  and  re- 
moval. 

Every  assessment  blank  should  have  one  column  to  be  filled 
out  by  the  taxpayer  and  a  parallel  column  to  be  filled  out  by 
the  assessor;  or  the  assessor  should  list  and  value  the  tax- 
payer's property  without  consultation  with  him. 

When  an  assessment  has  been  made  the  taxpayer  should  be 
notified  as  to  its  amount  and  be  given  a  reasonable  time  within 
which  he  can  call  on  the  assessor  for  the  purpose  of  having 
the  assessment  reviewed  and  confirmed. 

In  case  there  is  a  disagreement  between  the  assessor  and 
the  taxpayer  as  to  the  amount  of  an  assessment  or  the  prop- 
erty assessed,  the  taxpayer  should  be  given  a  reasonable  time 
within  which  he  can  submit  his  claims  to  the  county  tax  appeal 
jury  on  an  appeal  from  the  decision  of  the  assessor. 
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In  case  the  taxpayer,  or  the  tax  collector,  is  dissatisfied 
with  the  assessment  as  determined  by  the  county  tax  appeal 
jury,  the  dissatisfied  party  should  be  given  a  reasonable  time 
within  which  he  can  submit  his  claims  to  the  state  tax  appeal 
jury.     The  decision  of  this  jury  should  be  filial. 

In  case  a  taxpayer  is  aggrieved  by  an  underassessment  of 
property  not  his  own,  or  a  failure  to  assess  property  not  his 
own,  he  should  have  the  right  to  bring  his  complaint  to  the 
attention  of  the  municipal  or  county  tax  assessor  having  juris- 
diction over  such  property  and,  in  case  he  is  not  satisfied  with 
the  action  of  the  assessor,  to  take  an  appeal  from  the  decision 
of  the  assessor  to  the  county  tax  appeal  jury,  and  from  that 
body  to  the  state  tax  appeal  jury,  in  the  manner  provided  for 
making  appeals  affecting  the  assessment  of  his  own  property. 

The  county  tax  appeal  jury  should  be  composed  of  three 
members  appointed  annually  by  a  county  court  or  other  judi- 
cial body  having  jurisdiction  throughout  the  county.  The 
decisions  of  the  county  tax  appeal  jury  should  be  approved  by 
such  court  on  the  evidence  submitted  without  hearing  either 
party  to  the  complaint. 

The  county  appeal  jury  should  be  convened  as  soon  as  tax- 
payers' complaints  require  to  be  heard,  and  should  remain  in 
session  until  all  such  complaints  are  adjudicated. 

Second:  State  Tax  Commissions  and  State  Tax  Appeal  Juries 

The  office  of  state  tax  commissioner  should  be  permanent 
and  well  paid,  and  should  be  filled  by  promotions  from  the 
office  of  municipal  or  county  tax  assessor. 

A  state  tax  commission  should  be  composed  of  three  mem- 
bers, appointed  to  serve  during  good  behavior  or  as  long  as 
mentally  and  physically  competent. 

This  commission  should  have  power  and  be  required  to  ap- 
point its  own  deputies,  agents,  and  assistants,  and  to  remove 
the  same ;  to  prescribe  the  form  of,  and  supply  at  cost,  all 
blanks,  books,  maps,  stationary,  office  and  other  supplies  and 
conveniences  required  by  municipal  and  county  assessors;  to 
prescribe  the  details  to  be  contained  in  reports  required,  fix 
dates  for  filing  all  reports,  and  to  require  such  regular  and 
special  reports  from  municipal  and  county  assessors  as  it  may 
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deem  serviceable  and  necessary  to  secure  an  efficient  and  just 
administration  of  tax  laws;  to  instruct  all  municipal  and 
county  assessors  regarding  the  duties  of  their  office  and  to  re- 
move inefficient  assessors  from  office ;  and  to  appraise  all  prop- 
erty owned  and  operated  as  an  undivided  unit  extending  be- 
yond county  limits. 

The  state  tax  commission  should  also  have  power,  guided  by 
the  results  of  its  own  investigations,  or  by  complaints  from 
taxpayers,  to  reappraise  individual  parcels  of  property,  or  all 
property  located  in  any  subdivision  of  a  municipality,  or  of  a 
county,  or  all  property  located  in  a  municipality  or  a  county, 
directly  through  its  own  appointees,  or  to  order  the  municipal 
or  county  assessor  to  make  such  reappraisement.  The  values 
determined  by  reappraisement  should  be  certified  to  the  county 
auditor  and  used  by  him  in  computing  the  tax  to  be  paid. 

State  tax  commissioners  should  be  governed  in  making  as- 
sessments, and  in  all  procedures  relating  to  the  same,  by  the 
rules  and  regulations  prescribed  to  govern  assessments  made 
by  municipal  and  county  assessors  as  far  as  they  are  applicable. 

Appeals  made  by  taxpayers  from  the  action  taken  hy  state 
tax  commissioners  should  be  heard  by  a  state  tax  appeal  jury 
composed  of  three  members  appointed  annually  by  the  state 
supreme  court,  to  serve  until  all  cases  submitted  to  it  are 
adjudicated.  Appeals  from  the  decision  of  the  state  tax 
appeal  jury  should  be  heard  by  the  state  supreme  court  on 
complaint  of  the  aggrieved  party.  In  hearing  such  appeals, 
all  evidence  submitted  to  the  state  tax  appeal  jury  should 
be  submitted  to  the  court. 

Third:  County  and  State  Tax  Collectors 

All  taxes  on  assessments  made  by  municipal  and  county 
assessors  should  be  collected  by  the  county  auditor  for  the 
county  in  which  the  property  assessed  is  located. 

All  taxes  on  assessments  made  by  a  state  tax  commission 
should  be  collected  by  the  auditor  of  state. 

Bills  for  all  taxes  assessed  should  be  mailed  to  the  taxpayer 
by  the  auditor  to  whom  the  tax  is  payable.  Every  such  bill 
should  be  accompanied  by  a  statement  showing  the  purposes 
for  which  public  moneys  are  expended ;  the  amount  expended 
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for  each  purpose  during  the  preceding  year;  the  amount  ap- 
propriated for  such  purpose  to  be  expended  during  the  cur- 
rent year;  the  authority  by  which  such  appropriations  were 
made ;  the  total  of  all  expenditures  made  for  each  govern- 
mental agency,  office,  and  department  during  the  preceding 
year;  the  total  amount  appropriated  for  the  same  to  be  ex- 
pended during  the  current  year ;  the  total  amount  of  property 
assessed  for  taxation  during  the  preceding  year ;  and  the  total 
assessment  for  the  current  year;  the  per  cent  of  the  tax  rate 
for  the  preceding  year  and  for  the  current  year.  This  will 
enable  every  taxpayer  to  know  what  he  is  paying  for  and 
how  much  he  is  paying  for  it. 

In  my  judgment,  as  helpful  gains  can  be  made  for  the 
benefit  of  taxpayers  by  securing  an  intelligent,  efficient,  and 
just  administration  of  tax  laws  as  can  be  secured  by  improving 
tax  laws,  and  that  they  can  be  made  more  quickly  and  will 
stay  put  longer.  Such  an  administration  of  the  laws  will  be 
the  most  effective  means  that  can  be  employed  to  induce  the 
improvement  of  tax  laws. 

POLITICAL  VS.  ECONOMIC  TAX  LAWS 

I  have  reached  one  conclusion  as  a  result  of  my  years  of 
study  and  observation  of  taxation  theories,  laws,  and  admin- 
istration, which  I  believe  will  appeal  with  convincing  force 
to  every  one  who  has  given  consideration  to  such  subjects. 
It  is  this : 

The  greatest  obstruction  to  the  improvement  of  tax  laws, 
and  of  their  administration,  is  found  in  the  exercise  of  the 
legislative  power,  and  the  power  of  appointment,  by  politicians 
who  are  governed  by  considerations  of  party  expediency ,  or  of 
sectional  or  personal  benefit,  rather  than  by  considerations  of 
social  and  economic  justice  or  administrative  economy  and 
efficiency. 

No  experience  in  life  is  more  discouraging  to  a  conscientious 
worker  for  the  betterment  of  systems  of  taxation,  the  improve- 
ment of  tax  laws,  and  of  economic  efficiency  in  their  adminis- 
tration, than  the  manner  in  which  taxation  measures,  drafted 
with  the  utmost  care,  embodving  the  best  thought  of  science 
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and  the  ripe  teachings  of  experience,  are  discussed,  discarded, 
or  amended  without  intelligence  or  an  understanding  of  their 
true  value,  by  politicians  exercising  legislative  power,  ani- 
mated by  a  narrow,  vicious,  or  crafty  purpose  to  serve  their 
personal  interests,  or  the  interest  of  their  section,  or  to 
strengthen  the  hold  of  their  party  upon  political  power. 

One  other  experience  is  a  close  second  to  this  and  is  almost 
equally  harmful  to  the  best  interests  of  the  taxpayer.  This 
experience  comes  when  success  has  been  achieved  in  securing 
the  enactment  by  a  legislature  of  a  resonably  good  measure, 
only  to  have  it  vetoed  for  political  reasons;  or,  if  approved 
and  made  law,  only  to  have  its  efficient  administration  ren- 
dered impossible  by  the  appointment  of  inexperienced  and 
incompetent  officers  or  agents  charged  with  the  duties  of  its 
administration. 

Legislative  or  executive  action  swayed  by  considerations  of 
personal,  sectional,  or  party  advantage  is  the  real  cause  of  the 
injustice  or  inefficiency  found  in  our  system  of  taxation,  in  our 
tax  laws,  and  in  their  administration.  This  cause  will  last  as 
long  as  the  indifference  of  taxpayers  and  their  shirking  of 
political  duties  will  permit  it  to  live. 

The  only  remedy  for  this  evil  will  be  found  in  the  educa- 
tional work  being  done  by  this  association,  by  state  associa- 
tions, and  by  all  conscientious  workers  following  similar 
methods. 

Adequate  support  for  correct  educational  work  for  the  right 
guidance  of  their  own  action  and  the  action  of  all  other 
voters,  is  the  price  taxpayers  must  pay  for  freedom  from  un- 
just and  unnecessary  tax  burdens.  Failure  to  pay  this  price 
now  will  compel  them  to  continue  to  suffer  from  the  evils  of 
which  they  complain.  Self-condemned,  they  must  pay  the 
penalty  for  their  own  neglect  of  their  social  and  political 
duties. 

APPROPRIATION   BY  THE   FEDERAL  GOVERNMENT   OF   STATE   AND 
LOCAL  SOURCES  OF  REVENUE 

The  power  of  taxation  is  an  attribute  of  sovereign  power. 
Our  federal  government  is  sovereign  in  the  exercise  of  such 
powers  as  arc  delegated  to  it  by  the  sovereign  states  united 
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in  creating  the  government  of  the  United  States.  When  tht; 
Union  was  formed  these  sovereign  states  delegated  to  the  gov- 
ernment of  the  United  States  exclusive  jurisdiction  over  cer- 
tain enumerated  sources  of  revenue  for  its  support,  reserving 
to  themselves  for  their  own  support  all  sources  of  revenue 
not  so  enumerated.  Since  the  organization  of  the  federal 
government  Congress  has  made  few  attempts  to  encroach 
upon  the  sovereignty  of  the  several  states  by  appropriating 
their  sources  of  revenue,  until  within  recent  years.  Now,  how- 
ever, made  bold  by  non-resistance  to  its  first  acts  appropriat- 
ing such  sources  of  revenue,  in  part,  for  its  own  support,  the 
federal  government  is  fast  developing  a  course  of  action  which, 
if  not  promptly  and  effectually  stopped,  is  certain  to  destroy 
the  sovereign  power  of  all  states. 

The  First  National  Conference  on  State  and  Local  Taxa- 
tion, held  under  the  auspices  of  this  association  in  1907, 
deemed  it  necessary  to  formulate  a  protest  against  the  federal 
taxation  of  inheritances,  proposed  by  a  Republican  admin- 
istration. Since  then  federal  laws  have  been  enacted  for  tin- 
taxation  of  corporations  organized  under  state  laws  operating 
for  profit  and  the  taxation  of  net  incomes  of  corporations 
and  persons. 

Not  content  with  its  appropriation  of  a  part  of  the  tax- 
paying  power  of  these  sources  of  revenue,  a  law  has  just  been 
enacted  creating  a  special  privileged  class  of  federal  bene- 
ficiaries by  exempting  from  federal,  state,  municipal  and  loeal 
taxation,  certain  instruments  of  credit  executed,  not  for  a 
governmental  purpose  but  for  the  purpose  of  aiding  individ- 
uals engaged  in  a  private  business  to  finance  their  bushit'sa 
for  their  own  private  gain. 

This  law  is  obnoxious  and  dangerous,  first,  because  it  vio- 
lates the  fundamental  principle  of  democracy — ''Equal  op- 
portunity for  all,  special  privilege  for  none" —  and,  second, 
because  it  arrogates  the  power  seriously  to  restrict  sources  of 
state  and  municipal  revenue  that  have  been  drawn  upon  by 
state  and  municipal  governments  from  the  day  of  their 
creation  until  now. 

That  this  law  has  been  enacted  for  party  advantage,  be- 
cause of  its  supposed  vote-catching  power,  is  clearly  demon- 


44  NATIONAL  TAX  ASSOCIATION 

strated  by  the  fact  that  the  same  coterie  of  congressional  poli- 
ticians that  enacted  it  are  now  supporting  an  amendment,  in- 
jected in  an  appropriation  bill  for  the  District  of  Columbia, 
imposing  a  new  tax  upon  identically  the  same  class  of  credit 
instruments  which  the  law  first  mentioned  specifically  exempts 
from  taxation  when  owned  by  the  special  privileged  class  it 
creates. 

That  there  may  be  no  misunderstanding  in  regard  to  these 
statements,  I  quote  the  following  section  as  enacted  in  The 
Federal  Farm  Loan  Act,  approved  July  17,  1916 : 

Sec.  26.  That  every  federal  land  bank  and  every  national  farm  loan 
association,  including  the  capital  and  reserve  or  surplus  therein  and  the 
income  derived  therefrom,  shall  be  exempt  from  federal,  state,  municipal, 
and  local  taxation,  except  taxes  upon  real  estate  held,  purchased,  or  taken 
by  said  bank  or  association  under  the  provisions  of  section  eleven  and 
section  thirteen  of  this  act. 

First  mortgages  executed  to  federal  land  banks,  or  to  joint  stock  land 
banks,  and  farm  loan  bonds  issued  under  the  provisions  of  this  act,  shall 
be  deemed  and  held  to  be  instrumentalities  of  the  government  of  the 
United  States,  and  as  such  they  and  the  income  derived  therefrom  shall 
be  exempt  from  federal,  state,  municipal,  and  local  taxation. 

The  only  function  of  these  so-called  ''instrumentalities  of 
the  government  of  the  United  States"  is  to  enable  a  certain 
class  of  farmers  to  borrow  money  for  the  purpose  of  financing 
their  farming  operations  for  their  private  benefit  precisely  as 
"first  mortgages  and  farm  loan  bonds"  executed  to  life  in- 
surance companies,  and  to  all  other  institutions  and  persons 
who  have  loaned  over  three  and  a  half  billion  dollars  to  farm- 
ers, for  identically  the  same  purpose,  are  "instrumentalities" 
of  private  capital.* 

Again  I  quote.  An  amendment  inserted  in  an  appropria- 
tion bill  for  the  District  of  Columbia,  as  published  in  the 
Congressional  Record  for  August  2,  1916,  page  13.832,  is  as 
follows : 

*  Mr.  C.  W.  Thompson,  of  the  United  States  Department  of  Agri- 
culture, is  quoted  as  authority  for  this  estimate  of  the  present  mortgage 
debt  of  American  farmers,  by  Mr.  Holbrook  Working,  in  his  article  on 
"Tax  Exemption  in  the  Eural  Credits  Bill." — Bulletin  of  the  National 
Tax  Association.  I   (1916),  5,  131. 
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That  moneys  and  credits,  including  moneys  loaned  and  invested,  bonds, 
and  shares  of  stock  (except  the  stock  of  banks  and  other  corporations 
within  the  District  of  Columbia  the  taxation  of  which  banks  and  corpora- 
tions is  herein  provided  for)  of  any  person,  firm,  association,  or  corpor- 
ation resident  or  engaged  in  business  within  said  District  shall  be 
scheduled  and  appraised  in  the  manner  provided  by  paragraph  1  of 
Section  6  of  the  Act  of  July  1,  1903,  for  listing  and  appraisal  of  tangible 
personal  property,  and  assessed  at  their  face  value,  and  as  taxes  on  said 
moneys  and  credits  there  shall  be  paid  to  the  tax  collector  of  said  District 
four-tenths  of  one  per  cent  of  the  value  thereof. 

Moneys  and  credits  are  not  taxable  in  the  District  of 
Columbia  under  existing  law.  This  amendment  proposes  an 
increase  in  taxation  to  obtain  more  revenue  for  Congress  to 
spend.  It  is  a  case  of  tax  spenders  exploiting  taxpayers  be- 
cause they  have  the  power  and  fear  no  adverse  political  con- 
sequences. These  unfair  representatives  of  the  people  who 
send  them  to  Congress  are  playing  the  bully  in  this  matter 
precisely  as  the  Irishman  was  who,  when  beating  his  wife, 
said  to  her : 

"I  am  not  beating  ye,  Bridget,  because  I  am  displeased  with  ye,  but 
just  to  show  ye  I've  got  the  power." 

I  repeat:  The  greatest  obstruction  to  the  improvement  of 
tax  laws,  and  of  their  administration,  is  found  in  the  exercise 
of  the  legislative  power,  and  the  power  of  appointment,  by 
politicians  who  are  governed  by  considerations  of  party  ex- 
pediency, or  of  sectional  or  personal  benefit,  rather  than  by 
considerations  of  social  and  economic  justice  or  administrative 
economy  and  efficiency. 

In  this  case  the  "consideration  of  party  expediency"  is 
obtrusively  visible. 

All  farmers  benefited  by  the  tax  exemption  have  votes. 

None  of  the  business  men  and  persons  residing  in  the  Dis- 
trict of  Columbia  penalized  by  this  proposed  new  tax  have 
votes. 

But  there  is  a  deeper  significance  in  this  arrogation  of 
power  by  Congress. 

By  constitutional  provisions  and  the  statutory  laws  of 
many  states,  moneys  and  credits,  first  mortgages,  and  farm 
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loan  bonds  are  taxable,  and  corporations  for  profit  are  tax- 
able on  their  corporate  stock. 

Will  the  sovereign  states  that  have  always  included  these 
subjects  of  taxation  in  their  sources  of  revenue  admit  that 
Congress  has  the  power  to  nullify  these  constitutional  pro- 
visions and  statutory  laws  by  declaring  they  shall  not  be 
enforced  for  the  taxation  of  whatever  it  may  be  pleased  to 
exempt  ? 

If  this  nullification  of  provisions  of  state  constitutions  and 
statutory  law  that  have  been  in  existence  and  have  been  en- 
forced from  the  day  when  the  state  was  admitted  into  the 
Union  is  allowed  to  stand,  every  state  will  be  shorn  of  its 
sovereign  power  and  held  in  the  Union  as  a  vassal  of  the 
centralized  power  of  the  federal  government. 

The  several  states  must  defend  their  sources  of  revenue 
from  being  appropriated  by  the  federal  government;  they 
must  defend  their  jurisdiction  over  their  subjects  of  taxa- 
tion, or  their  ability  to  support  themselves  and  their  right  to 
exercise  freely  the  sovereign  power  of  taxation  will  be 
destroyed. 

A    I'KKM.VNENT    COMMITTEE   ON    FEDERAL    TAXATION 

At  the  annual  meeting  held  in  1914  a  committee  on  the 
federal  income  tax  was  appointed.  At  the  Ninth  Annual 
Conference,  held  in  San  Francisco  in  1915,  this  committee 
made  its  first  report.  Its  report  was  accepted  and  a  resolu- 
tion was  adopted  by  the  conference  requesting  the  National 
Tax  Association  to  continue  the  committee  for  one  year,  un- 
der instructions  to  bring  this  report  to  the  attention  of  Con- 
gress, to  the  end  that  the  intent  of  the  federal  income  law 
might  be  made  more  clear  and  its  administration  more  simple. 

This  committee  will  report  to  this  conference,  and,  by  the 
terms  of  the  above  resolution,  its  terms  of  office  will  expire.  In 
the  light  of  the  well-defined  tendency  of  the  federal  government 
to  appropriate  for  its  own  use  a  part — if  it  can  take  a  part  it 
can  take  all — of  the  revenue  derivable  from  sources  that 
have  always  been  under  the  jurisdiction  of  the  several  states, 
and  have  always  been  taxed  by  them  for  their  support,  I 
earnestly  recommend  that  this  conference  shall   request  the 
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National  Tax  Association  to  appoint  a  permanent  committee 
on  federal  taxation,  and  that  it  shall  instruct  such  committee 
to  investigate  and  report  on  any  acts,  or  proposed  acts  of 
federal  taxation  that  may  in  its  judgment  tend  to  interfere 
with  the  enactment  and  administration  of  state  tax  laws,  or  to 
limit  the  revenue  any  state  or  municipal  government  may 
derive  from  any  subject  of  state  and  local  taxation. 

A  FORUM  FOR  THE  FREE  EXPRESSION   OF  OPINION 

Freedom  is  possible  only  to  those  who  are  masters  of  liberty. 

Not  all  of  truth  is  comprehended  by  any  one  human  mind. 
An  old  proverb  tells  us  that  "in  a  multitude  of  counselors 
there  is  wisdom."  We  know,  however,  that  wisdom  cannot 
be  a  product  from  any  possible  combination  of  units  of 
ignorance. 

That  this  association  has  created  and  maintained  "a  forum 
for  the  free  expression  of  opinion"  on  all  subjects  germane 
to  its  purposes  is  attested  by  the  contents  of  the  nine  volumes 
of  its  Proceedings,  and  is  further  exemplified  by  the  program 
of  this  conference.  In  the  papers  and  discussions  so  pre- 
served and  made  available  for  the  student,  the  legislator,  the 
jurist,  the  administrator,  and  the  taxpayer,  nearly  every 
known  theory  and  every  incident  of  experience  are  placed  on 
exhibition. 

Here  we  have  the  teachings  of  science,  the  demonstrations 
of  experience,  and  the  ' '  Ouch  ! ! "  of  the  taxpayer. 

Contributions  to  this  discussion  of  taxation  theories,  tax 
laws,  and  their  administration  have  come  from  nearly  every 
state  and  Canadian  province. 

No  one  knows  better  than  those  who  have  elucidated  their 
opinions  in  these  discussions  how  much  easier  it  is  to  cry 
"Ouch!"  when  hurt  than  it  is  to  find  a  sure  cure  for  the 
evil  causing  the  injury. 

We  know  injustice,  wastefulness,  and  inefficiency  permeate 
our  systems — or  lack  of  system — for  extracting  the  life  blood 
out  of  taxpayers  and  infusing  it  into  our  governmental  sys- 
tems to  give  them  life  and  strength. 

There  has  never  been  a  wrong  that  has  not  been  remedied 
when  a  knowledge  of  its  cause,  its  effect,  and  a  desire  to  remedy 
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it  has  possessed  the  minds  of  all  who  have  suffered  or  may 
suffer  from  it. 

Wrongs  are  the  offspring  of  ignorance.  Ignorance  is  never 
more  deplorable  than  when  it  prevents  a  correct  perception 
of  the  principles  of  moral  and  economic  justice.  Here  then  is 
the  true  field  of  conflict — right  thinking  and  right  doing  pitted 
against  wrong  thinking  and  wrong  doing.  In  this  conflict  no 
man  is  better  placed  than  he  who  honestly  expresses  his 
opinion  and  stands  ready  to  modify  or  change  it  in  any  par- 
ticular in  which  some  one  has  done  him  the  favor  of  showing 
him  wherein  he  is  wrong.  Changes  of  opinion  made  for  sucli 
a  reason  manifest  growth. 

A  great  service  was  rendered  the  cause  of  just  taxation 
and  efficient  administration  when  this  open  forum  for  free 
discussion  was  created.  As  great  a  service  has  been  ren- 
dered by  those  who  have  maintained  this  forum  and  kept 
it  true  to  its  purpose. 

By  this  means  the  status  of  nearly  all  taxation  problems 
has  become  known.  This  knowledge  has  developed  a  realiza- 
tion of  the  fact  that  remedies  for  all  known  evils  must  be 
found  if  a  cure  is  to  be  effected.  The  search  for  remedies 
is  now  on.  In  this  work  every  educator,  every  legislator, 
every  jurist,  every  administrator,  every  victim  of  injustice, 
and  every  taxpayer  who  cries  "Ouch!"  when  he  pays  his  tax 
bills,  has  an  important  duty  to  perform.  By  failing  to  do 
this  duty  he  automatically  aids  in  the  perpetuation  of  the 
evils  of  which  he  complains. 

By  elucidating  and  combating  opinions  and  firmly  declining 
to  question  motives,  membership  in  this  association  has  given 
birth  to  many  friendships  and  few  enmities.  Those  who  have 
made  enemies,  in  the  ardor  of  their  insistence  upon  the  correct- 
ness and  justice  of  their  position,  are  learning  that  no  foe  is 
completely  vanquished  until  a  friend  is  resurrected  from  the 
grave  of  an  enemy.  A  conquest  so  made  doubles  the  strength 
of  every  just  cause. 

In  closing  this  review  of  the  causes  that  developed  the  birth 
of  this  association ;  the  recital  of  its  purposes,  methods,  and 
work ;  this  estimate  of  the  power  for  good  it  has  generated ; 
I  know  I  take  a  thought  from  the  heart  of  every  one  who  1ms 
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taken  an  active  part  in  what  has  been  done ;  of  every  one  who 
has  in  any  way  aided  in  the  doing  of  what  has  been  accom- 
plished— yes,  from  the  heart  of  every  loyal  citizen  of  these 
United  States  and  of  the  Dominion  of  Canada,  when  I  de- 
clare that  the  life  and  work  of  this  association  furnish  un- 
impeachable proof  that  a  membership  which  loves  justice  and 
resists  evil  can  endow  and  has  endowed  this  association  with 
brains,  a  heart,  and  a  soul. 

watchman!  what  of  the  night? 

What  watchman  can  discern  with  prophetic  vision  the 
dawn  of  the  coming-  of  the  perfect  day?  All  those  whose 
souls  are  inspired  by  a  knowledge  of  the  truth  that  all  evil 
can  be  and  will  be  overcome  by  the  powers  that  work  for  good 
— right  thinking  and  right  doing. 

The  principles  of  social  and  economic  justice  will  be  written 
into  all  tax  laws,  and  will  direct  the  administration  of  such 
laws,  when  all  men  seek  to  establish  justice  by  being  just,  in- 
stead of  demanding  justice. 

When  all  men  seek  to  establish  justice  by  being  just,  in- 
justice will  cease  to  exist;  "Peace  on  earth  and  good  will  to 
all  men"  will  be  manifested  throughout  the  world.  Every 
human  being  will  be  a  "prince  of  peace." 

Since  the  day  when  men  first  became  the  subjects  of  man- 
made  governments  they  have  been  governed  by  political  power 
sustained  by  force.  Every  step  of  progress  made  in  sub- 
stituting a  government  by  law  for  a  government  by  men  has 
heralded  the  approach  of  the  perfect  day. 

Two  forms  of  power  have  always  contended,  are  now  con- 
tending, and  always  will  contend  for  the  mastery  of  the 
world.     These  powers  are  political  and  economic. 

Every  war  that  has  ever  been  waged — the  widespread  hor- 
rible war  now  in  progress — had,  and  every  war  that  may  yet 
shed  the  blood  of  its  victims  will  have  for  its  purpose  the 
political  domination  of  economic  power.  This  domination  is 
established  through  exercising  the  power  of  taxation. 

Political  power  acquires  its  greatest  force  by  welding  hu- 
man beings  together  in  social,  industrial,  and  military  masses, 
directing  their  energies  and  assuming  the  right  to  take  from 
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them  whatever  it  may  deem  necessary  or  useful  for  its  own 
support  or  aggrandizement.  For  these  purposes  it  arrogates 
and  exercises  the  power  to  take  the  property  and  the  lives  of 
its  subjects— political  power  is  based  on  the  declaration  that 
might  makes  right. 

Economic  power  acquires  its  greatest  strength  by  enabling 
each  individual  to  develop  to  the  fullest  possible  realization 
the  best  there  is  in  him.  By  establishing  a  government 
founded  on  the  principles  of  social  and  economic  justice,  eco- 
nomic power  seeks  to  guarantee  for  every  man  the  right  and 
power  to  own  and  enjoy  the  products  of  his  own  labor,  dili- 
gence and  thrift.  The  right  to  "life,  liberty  and  the  pursuit 
of  happiness." 

Economic  power  is  based  on  the  declaration  that  right  must 
govern  might. 

There  is  no  true  sovereignty  for  a  government,  or  for  a 
citizen,  without  economic  independence.  Economic  independ- 
ence is  the  product  of  the  moral  law  which  teaches  justice  as 
a  principle,  and  of  the  economic  law  which  enforces  justice 
as  a  practice. 

In  the  future,  far  more  decidedly  than  in  the  past,  it  will 
be  the  business  of  states  to  develop  the  economic  independence 
of  their  citizens  as  it  is  the  business  of  every  man  in  business 
to  develop  his  own  prosperity. 

Any  policy,  or  lack  of  policy,  that  repels  instead  of  at- 
tracts productive,  commercial,  and  financial  enterprises  will 
he  destructive  of  the  prosperity  of  the  state  and  of  its  citizens. 
In  the  competition  of  a  city  with  cities,  of  a  state  with  states. 
of  a  nation  with  nations  for  economic  supremacy,  the  advant- 
age will  rest  with  that  city,  state,  or  nation  which  demonstrates 
its  ability  to  draw  its  support  from  its  citizens  by  means  of  a 
just  system  of  taxation  and  proves  its  ability  to  expend  its 
taxpayers'  money  honestly  and  efficiently. 

History  is  a  record  of  the  birth,  maturity,  and  death  of 
nations.  Life  is  manifested  by  ability  to  progress  from  old 
and  inferior  to  new  and  better  conditions.  Decay  is  the  re- 
verse process.  A  nation  that  is  making  progress  in  the  art  of 
acquiring  economic  power  and  the  science  of  establishing  j,is- 
tice  ami  efficiency  in  its  government,  is  gaining  in  the  mastery 
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of  commerce  and  the  power  of  executive  administration.  Its 
sphere  of  influence  will  broaden  as  it  acquires  industrial  and 
commercial  stability  and  economic  independence.  Its  com- 
mercial aggressive  ability  will  be  measured  by  its  power  to 
command  peace.  Its  allies  will  be  bound  to  it  by  a  com- 
munity of  interests  which  secure  to  each  the  full  enjoyment 
of  the  products  of  its  own  industry  and  thrift,  guarantee 
to  each  the  inviolability  of  its  own  independence  and  bring 
to  each  its  full  share  of  gains  that  are  an  increment  of  the 
dynamic  forces  of  the  world  intelligently  directed  to  the  bet- 
terment of  mankind. 

The  purpose  of  our  work  is  to  make  our  laws  more  just  and 
their  administration  more  efficient.  The  accomplishment  of 
such  work  requires  intelligence,  honesty  of  purpose,  and  un- 
tiring, persistent,  devoted  effort.  In  such  a  cause  those  who 
build  best  for  others  will  build  best  for  themselves. 

In  this  broad  sphere  of  action,  in  the  far-reaching  sweep  of 
events,  those  statesmen  who  see  most  clearly  the  ultimate  from 
the  beginning,  and  who  possess  the  patient  courage  to  lead 
their  people  in  the  right  direction,  asking  them  to  take  the 
one  step  at  a  time  that  they  can  take,  will  work  to  the  best 
purpose.  They  will  be  sustained  and  aided  in  their  work  by 
all  the  forces  of  the  universe  that  work  together  for  good.  To 
the  accomplishment  of  such  a  purpose  as  ours,  an  overruling 
Providence  that  has  caused  events  to  lead  humanity  from  sav- 
agery to  civilization,  from  slavery  to  freedom,  from  ignorance 
to  -wisdom,  stands  pledged.  The  purpose  of  a  true  statesman 
and  the  purpose  of  God  must  be  identical — the  development 
and  safeguarding  of  the  welfare  of  the  people,  and  the  peace 
of  the  world. 

MY  FRIEXD8 

Yesterday,  twenty  years  ago,  some  of  you  entered  my  world 
by  means  of  reading  some  of  my  printed  words.  On  yester- 
days not  so  far  removed  all  of  you  have  come  nearer  to  me. 
You  have  extended  to  me  the  grasp  of  a  friendly  hand ;  you 
have  let  me  see  the  smile  of  comradeship  on  your  genial  faces ; 
the  light  of  intelligent  appreciation  in  your  kindly  eyes;  and 
have  earned  my  lasting  gratitude  by  your  helpful,  well  chosen. 
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and  well  meant  words  of  advice,  suggestion,  and  direction. 
To  each  of  you  I  make  grateful  acknowledgment  of  all  you 
have  been  to  me.  May  all  the  good  I  desire  for  myself  be 
your  portion,  now  and  always. 

While  saying  this  I  am  not  unmindful  of  those  to  whom 
I  can  speak  no  more.  Of  their  number  I  will  mention  only 
the  Hon.  Curtis  Guild,  Jr.,  then  governor  of  Massachusetts, 
who  presided  at  all  the  meetings  of  our  First  Conference : 
the  Hon.  Colonel  A.  J.  Matheson,  then  treasurer  of  the  Prov- 
ince of  Ontario,  who  was  with  us  then  and  was  a  staunch  sup- 
porter of  our  association  from  its  birth  to  the  day  of  his  death  ; 
Mr.  E.  L.  Heydecker,  who  never  failed  to  respond  to  a  call 
for  service.  They,  and  all  who  have  passed  from  us,  live  with 
us  today  in  the  records  of  their  work — in  the  life  of  our  as- 
sociation. 

We  have  reason  to  be  proud  that  the  value  of  this  associa- 
tion has  been  attested  by  the  fact  that  the  eminent  scholar  and 
courtly  gentleman,  Professor  E.  R.  A.  Seligman,  succeeded 
me  as  its  president. 

The  continued  life  and  usefulness  of  our  association  is 
guaranteed  by  the  fact  that  a  man  of  ripe  experience,  a  man 
who  has  always  been  ambitious  to  do  good  civil  service  work, 
and  has  been  doing  it  for  many  years,  a  successful  administra- 
tor, a  man  who  has  demonstrated  that  he  is  well  equipped 
witli  brains,  a  heart,  and  a  soul — Mr.  Samuel  T.  Howe — is 
now  its  president.  In  your  name,  and  my  own,  I  pledge  him 
the  fullest  measure  of  confidence,  co-operation,  and  helpful 
support  which  you  have  always  accorded  to  those  who  have 
served  you. 

I  greet  him  and  all  of  you  with  an  assurance  of  my  most 
profound  and  enduring  appreciation. 

Chairman  Purdy:  Gentlemen,  as  Mr.  Howe  told  you,  the 
executive  committee  when  it  arranged  for  this  conference 
thought  some  of  those  who  had  served  the  association  in  its 
beginning  should  serve  it  as  temporary  chairman  and  as  per- 
manent chairman  for  this  conference.  It  gives  me  a  great 
deal  of  pleasure  to  introduce  to  you  as  the  permanent  chair- 
man one  who  from  the  besrinning  has  given  liberallv  for  the 
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support  of  the  association  in  every  way  and  served  as  the 
presiding  officer  at  the  conference  nine  years  ago,  Mr.  George 
E.  Ponieroy,  of  Ohio. 

George  E.  Pomeroy,  Permanent  Chairman,  Presiding. 

Chairman  Pomeroy  :  Gentlemen  of  the  Conference,  1  was 
not  aware  that  this  honor  was  to  be  bestowed  upon  me  until  a 
few  moments  before  entering  the  convention  hall,  but  I  am 
ready  to  serve  in  any  capacity,  whether  it  be  from  the  ros- 
trum or  the  floor.  Mr.  Purdy  has  stated  his  first  relation  to 
Allen  Kipley  Foote.  While  I  have  not  the  date,  I  believe  that 
I  became  one  of  his  disciples  more  than  seventeen  years  ago. 
before  I  ever  saw  him,  and  it  was  a  number  of  years  before  I 
met  him;  but  in  those  veal's  I  was  a  religious  reader  of  his 
publication,  Public  Policy.  The  virtue  that  publication  con- 
tained found  root  in  my  constitution  and  had  much  to  do 
with  my  turning  attention  from  an  active  business  life  to  the 
consideration  of  public  matters,  the  great  share  of  which  has 
been  in  this  matter  of  taxation  and  especially  insofar  as  it 
concerned  the  state  of  Ohio.  I  believe  that  the  taxation  situa- 
tion in  the  city  of  Toledo  first  came  from  the  integrity  that 
was  instilled  into  it  by  the  National  Tax  Association.  We 
have  just  lost  there  Hon.  Sam  Colin,  whose  assurance  I  have 
had  many  times  that  the  utterances  of  Mr.  Foote  largely 
guided  him  in  his  administration  at  the  head  of  the  bureau 
of  taxation  of  Toledo.  He  was  a  Hebrew  of  poor  physique 
but  of  fertile  mind.  He  had  the  qualification  of  approach- 
ing that  part  of  capital  which  is  so  hard  for  us  to  reach  and 
put  upon  the  tax  duplicate.  His  persistency  and  his  integrity 
drew  about  him  men  who  had  great  confidence  in  him,  of  both 
parties,  and  who  were  willing  to  do  what  he  considered  was 
right  and  fair  in  making  their  returns  of  intangible  property, 
which  is  so  hard  to  reach. 

I  have  no  intention  of  going  into  an  address  at  this  time, 
but  there  is  one  thing  I  would  mention.  Where  we  are  suf- 
fering in  Toledo  is  through  the  inoperation  of  the  work  of  the 
board  of  sinking  fund  trustees.  I  do  not  just  recall  whether 
it  was  in  1902  or  in  1904  that  the  law  making  sinking  fund 


54  NATIONAL  TAX  ASSOCIATION 

trustees  in  each  municipality  went  into  effect,  the  basis  of 
which  was  that  whenever  a  bond  issue  was  made  there  should 
at  once  be  placed  upon  the  duplicate  an  amount  sufficient  to 
accumulate,  by  the  maturity  of  that  bond,  a  sum  sufficient  to 
retire  it.    The  new  clause  in  the  constitution  reads  as  follows : 

No  bonded  indebtedness  of  the  state,  or  any  political  subdivision  there- 
of, shall  be  incurred  or  renewed,  unless,  in  the  legislation  under  which 
such  indebtedness  is  incurred  or  renewed,  provision  is  made  for  levying 
and  collecting  annually  by  taxation  an  amount  sufficient  to  pay  the  inter- 
est on  said  bonds  and  to  provide  a  sinking  fund  for  their  final  redemption 
at   matwrity. 

1  served  as  president  of  that  board  for  the  first  four  years. 
As  it  has  gone  on  we  find  that  very  much  more  must  be  done, 
that  the  length  of  the  bond  issue  must  be  taken  first  into  con- 
sideration, for  at  the  present  time  the  board  of  sinking  fund 
trustees  is  taking  from  our  tax  collection  nearly  60  per  cent 
of  that  collection.  You  see  it  impoverishes  the  income  of  the 
city.  1  shall  not  go  into  any  further  detail  on  that  subject. 
But  if  that  question  comes  up  1  shall  be  glad  to  go  further. 

The  rides  and  regulations  as  set  down  in  your  book  will  be 
followed  in  this  convention,  and  the  chair  would  name  as  per- 
manent secretary  Mr.  A.  E.  James,  Director  of  the  Taxpay- 
ers' Association  of  New  Mexico;  as  official  stenographer,  E.  J. 
Koester.  The  appointment  of  the  necessary  committees  will 
be  deferred.  The  conference  is  now  open  ;  the  chair  is  ready 
for  any  business  that  is  properly  before  it. 

Prop.  T.  S.  Adams,  of  Connecticut:  Mr.  Chairman,  at  the 
suggestion  and  on  behalf  of  the  executive  committee  I  move 
the  adoption  of  the  following  rules  of  procedure.  These  are 
the  rules  that  have  governed  in  past  years. 

Program  and  Rules 

That  the  program  as  printed  and  distributed  be  adopted  and  follow.,! 
with  such  modifications  as  may  be  required  by  reason  of  absences, 
vacancies,   or  other  causes. 

The  usual  rules  of  parliamentary  procedure  shall  control. 

Each  speaker  shall  be  strictly  limited  to  twenty  minutes  for  the  pre- 
sentation   of   a    formal    paper.      He   shall    be    warned    two    minutes    before 
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the  expiration  of  such  period.     The  time  of  a  speaker  may  be  extended 

by  unanimous  consent  of  those  present. 

In  general  discussion  each  speaker  shall  be  limited  to  five  minutes 
and  no  person  shall  speak  more  than  once  during  the  same  period  of 
discussion  until  others  desiring  to  speak  have  been   heard. 

Voting  Power 

The  voting  power  of  the  conference  upon  any  question  involving  an 
official  expression  of  opinion  shall  be  vested  in  delegates  in  attendance 
appointed  by  governors  of  states,  by  universities  and  colleges  or  institu- 
tions for  higher  education,  and  by  state  associations  of  certified  public 
accountants. 

No  person  shall  have  more  than  one  vote  by  reason  of  his  appointment 
as  a  delegate  from  more  than  one  source. 

The  voting  power  shall  be  by  ayes  and  nays,  unless  a  roll  call  be 
demanded. 

On  all  other  questions  the  voting  shall  be  by  vote  of  all  in  attendance. 

The  receipt  of  reports  made  to  this  conference  by  committees  of  the 
National  Tax  Association  shall  not  be  considered  as  expressing  its 
opinion  on  the  subjects  treated. 

Committees 

(a)  A  committee  of  three  on  credentials,  to  be  appointed  by  the  chair- 
man, who  shall  designate  the  chairman  of  such  committee. 

(b)  A  committee  on  resolutions,  composed  of  one  delegate  from  each 
state,  selected  from  among  the  delegates  appointed  by  governors ;  but  in 
case  of  the  non-attendance  of  any  such,  any  person  from  such  state  may 
be  appointed. 

The  chairman  shall  designate  the  chairman  of  this  committee,  such 
person  to  arrange  for  its  organization. 

All  resolutions  involving  an  expression  of  opinion  of  the  conference  on 
the  subject  of  taxation  shall  be  read  to  the  conference  before  submission 
to  the  committee,  and  shall  be  immediately  referred  without  debate. 

Before  moving  the  adoption  of  these  rules  I  want  to  call  at- 
tention, as  in  past  years,  to  the  far  more  important  but  un- 
written rule  of  the  conference  that  no  resolution  shall  be 
adopted  without  receiving  the  substantially  unanimous  vote 
of  those  present.  That  has  long  been  the  rule  of  the  associa- 
tion and  I  think  it  would  be  desirable  to  keep  it  in  mind.  I 
move  on  behalf  of  the  executive  committee  that  we  adopt 
these  rules. 

[The  motion  being  seconded,  the  above  rules  were  adopted.] 
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Mr.  A.  E.  Holcomb,  of  New  York:  Possibly  the  delegates 
would  like  to  know  the  attendance  up  to  date.  There  are  32 
states  represented,  including  the  territory7  of  Alaska,  and 
among  the  states  that  are  represented  this  year  which  have 
not  always  been  represented  are  Alabama,  Delaware,  Ken- 
tucky, Nebraska,  and  South  Dakota.  We  also  have  two  dele- 
gates from  Canada. 

[The  chairman  then  appointed  Mr.  Nils  P.  Haugen.  of 
Wisconsin,  chairman  of  the  committee  on  resolutions.  On 
the  motion  of  Mr.  Haugen,  it  was  voted  that  where  a  state 
was  represented  by  one  delegate  only,  such  delegate  be  con- 
sidered a  member  of  the  committee  on  resolutions.  After  a 
number  of  announcements,  the  meeting  adjourned.] 
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THE  TOWNSHIP  ASSESSOR 

CHARLES  J.  ORBISON 
Special  Counsel,  State  Board  of  Tax  Commissioners  of  Indiana 

The  taxing  power  of  a  state  constitutes  the  heart  of  the  body 
politic.  Destroy  this  power  and  the  strength  of  the  common- 
wealth is  lost.  It  pumps  the  blood  into  the  various  arteries  of 
government  which  make  that  government  a  living,  throbbing, 
breathing  being.  Through  this  agency,  the  police  power  of 
the  state  is  made  regnant  with  authority  and  the  citizen  is 
made  to  dwell  with  security  in  his  home,  however  humble. 
Through  it,  the  theories  of  Utopian  dreamers  as  to  the  rela- 
tionship of  men  and  their  duties  toward  one  another  are  made 
manifest  in  asylums  and  institutions  that  safeguard  the  weak, 
raise  the  fallen,  give  sight  to  the  blind,  heal  the  sick,  and  cure 
tlie  diseased.  Through  it.  the  people  secure  what  for  ages 
they  sought, — liberty,  equality,  and  justice.  Yet  this  power, 
so  vital  to  the  life  of  the  state,  is  as  little  understood  and  as 
little  appreciated  as  any  governmental  function,  however 
small.  And  as  it  is  so  ill  understood,  so  is  it  abused  and 
attacked.  What  the  taxing  (tower  needs  today  is  more  power 
and  less  restraint — more  efficiency  and  less  politics — more  hon- 
esty ami  less  pull.  And  what  the  people  need  to  realize  is 
the  utility  of  taxation  and  that,  as  they  are  just  and  honest  in 
their  obligations  to  the  state,  so  will  their  government  be 
strengthened  and  their  living  be  made  more  secure. 

The  millennial  day  will  never  come  to  the  taxing  power  of 
the  state.  Our  systems  of  taxation  will  always  be  imperfect 
and  our  administration  of  tax  laws  will  never  reach  perfection. 
Yet,  as  the  years  go  by.  we  will  develop  better  systems  and  the 
law  will  be  more  nearly  enforced.  In  the  last  few  years, 
thanks  to  high-minded  thinkers  and  conferences  such  as  this, 
we  have  made  rapid  strides  along  the  lines  of  taxation  reform. 
With  state  tax  hoards  and  county  boards  of  review  made  up 
of  men  of  different  political  faiths,  with  county  assessors  super- 
vising the  work  of  township  assessors,  we  are  making  politics 
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play  a  less  important  role  in  the  assessment  of  our  property, 
and  honesty,  equality,  and  efficiency  are  becoming'  passwords 
in  the  levying  and  collection  of  our  taxes. 

The  township  assessor,  as  we  find  him  in  most  states  today, 
is  an  impediment  on  the  road  of  progress.  While  other  de- 
partments of  the  taxing  power  have  grown  and  developed,  the 
township  assessor  has  in  the  main  stood  still.  What  was  good 
enough  for  his  forefathers  is  good  enough  for  him.  He  is  a 
most  important  official.  He  comes  in  touch  with  our  entire 
citizenship  with  the  possible  exception  of  corporations,  lit 
can  make  or  he  can  lose  for  the  state  millions  of  dollars.  We 
can  have  a  splendid  superstructure  of  a  taxing  system  with 
boards  of  equalization  and  state  tax  commissions  and  yet  their 
efforts  at  reformation  will  be  largely  vain,  unless  the  base,  the 
township  assessor,  is  solid.  He  is  the  foundation  of  a  safe, 
equitable,  and  just  system  of  taxation. 

In  Indiana,  property  is  supposed  to  be  assessed  at  its  true 
cash  value.  Under  our  present  system,  I  doubt  if  personal 
property  is  assessed  at  anything  like  its  true  cash  value. 
Why?  Because  the  township  assessor  in  most  instances  does 
not  measure  up  to  his  obligation  or  opportunity.  Let  me  give 
an  illustration  of  the  wray  township  assessors  work  in  an  im- 
portant county  in  the  state  of  Indiana. 

A  county  election  approaches  at  which  the  township  assessor 
is  elected.  It  becomes  necessary  for  both  the  leading  politi- 
cal parties  to  get  what  is  termed  a  well-balanced  ticket.  There 
is  a  lively  scramble  for  the  most  lucrative  offices,  like  the  office 
of  county  treasurer,  county  clerk,  and  county  auditor.  These 
nominations  generally  go  to  the  men  who  are  within  the  inner 
circle.  The  offices  of  township  assessor,  township  trustee,  and 
several  others  are  generally  used  for  the  purpose  of  balancing. 
Thus,  if  the  ticket  is  shy  of  Germans,  or  of  Irishmen,  or  of 
any  other  particular  nationality  which  has  a  large  vote  in  that 
particular  county,  some  man  of  such  nationality  is  selected  to 
run  for  township  assessor.  No  attention  is  paid  to  his  quali- 
fications, to  his  training,  or  to  his  fitness  for  the  office.  The 
one  thing  that  is  controlling  is  that  he  can  swing  a  particu- 
lar vote. 

He  is  elected  and  he  enters  upon  the  duties  of  his  office  with- 
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out  any  comprehension  of  their  magnitude  or  of  their  import- 
ance. The  time  rolls  around  for  the  selection  of  deputy  as- 
sessors who  are  to  go  out  amongst  the  people  to  value  their 
property.  One  hundred  or  more  men  are  to  be  selected.  These 
selections  are  made  by  the  assessor,  not  with  a  view  to  getting 
the  most  competent  man  for  the  position,  but  with  a  view  to 
strengthening  the  party  by  appointing  those  of  his  political 
henchmen  who  will  best  serve  the  party  at  another  election, 
and  who  are  out  of  jobs.  The  result  is  that,  generally  speak- 
ing, the  men  selected  are  those  who  are  looking  for  easy  money 
and  who  will  do  the  least  possible  to  get  by.  Each  man  is 
given  his  certain  district.  He  calls  at  the  homes  of  the  citi- 
zens of  his  district,  leaves  an  assessment  blank,  and  asks  whom- 
ever the  blank  is  delivered  to,  to  have  the  same  filled  out.  A 
week  or  two  thereafter,  he  calls  for  the  blank,  and,  without 
ever  viewing  any  of  the  property  or  without  swearing  the 
property  holder,  he  collects  the  blank  as  filled  out  by  the  prop- 
erty holder  and  returns  to  the  assessor's  office.  About  seventy- 
five  days  are  given  for  this  work,  and  if  the  work  is  not  done 
by  that  time,  generally  speaking,  those  who  have  been  fortun- 
ate enough  not  to  have  their  lists  taken  up  go  untaxed. 
What  is  the  net  result  1 

(1)  Hundreds  of  people  escape  taxation  altogether; 

(2)  The  dishonest  citizen  can  return  for  taxation  but  a 
small  portion  of  his  property ; 

(3)  The  honest  man  bears  an  unequal  portion  of  the  burden 
of  taxation ; 

(4)  A  premium  is  put  upon  lying  and  dishonesty. 
What  is  the  trouble  ? 

That  question  is  easily  answered.  It  is  in  the  selection  of 
inexperienced,  incompetent  assessors  who  in  turn  select  in- 
competent, inefficient,  inexperienced  deputies  who  have  no  ap- 
preciation of  their  duties,  no  knowledge  of  the  tax  law,  and 
no  ambition  to  magnify  their  job.  And  how  could  it  be  other- 
wise? The  assessor  secures  his  position,  not  because  he  is  a 
tax  expert  in  his  community,  not  because  he  has  made  any 
study  of  the  tax  problem,  not  because  he  is  trained  to  the 
business  of  fixing  values,  not  because  he  is  a  good  executive, 
but  because  he  is  a  good  politician,  because  he  is  strong  with 
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the  German,  the  Irish,  or  the  Italian  vote,  because  he  is  a  good 
fellow  and  needs  the  money.  I  doubt  very  much  if  many  town- 
ship assessors  ever  saw  inside  a  township  assessor's  office  before 
the  morning  they  walked  in  to  take  charge  of  one  of  the  larg- 
est businesses  in  the  world,  that  of  the  valuation  of  the  pub- 
lic 's  property.  What  must  be  the  ideals  and  purposes  of  such 
an  official?  Not  to  enforce  the  tax  laws,  for  he  knows  noth- 
ing about  them.  Not  to  assess  the  property  of  the  public  at 
its  true  cash  value,  for  he  is  expecting  further  favors  from  the 
public.  Rather  is  it  so  to  conduct  his  office  that  he  will  get 
the  most  out  of  it  for  himself,  curry  popular  favor  by  lessen- 
ing the  burden  on  the  taxpayer,  and  intrench  his  party  in 
power  by  granting  privileges  to  those  persons  who  can  return 
the  same  in  the  way  of  blocks  of  votes.  When  it  comes  to  the 
selection  of  his  deputies,  their  qualifications  must  be,  not  that 
they  have  had  experience  in  making  valuations,  not  that  they 
are  fair,  impartial  citizens,  but  that  they  are  his  political 
henchmen ;  they  must  be  precinct  workers,  they  must  know  the 
boys,  they  must  be  able  to  deliver  votes.  Is  there  any  wonder 
then,  under  such  a  system,  that  property  is  undervalued,  that 
it  is  not  viewed,  that  the  affidavits  of  the  owners  are  not  re- 
quired, and  that  much  personal  property  escapes  taxation? 
This  is  a  picture  of  the  township  assessor  as  we  sometimes  see 
him.  It  is  true  we  have  some  good  township  assessors,  but 
such  are  good  not  because  of  the  system  of  selection,  but  in 
spite  of  it.  A  township  assessor  who  measures  up  to  the  re- 
quirements of  the  law  and  does  his  whole  duty,  who  goes 
amongst  his  neighbors  and  assesses  their  property  at  the  true 
cash  value,  may  sometime,  somehow,  in  the  beautiful  here- 
after, receive  his  reward,  but  he  will  not  be  re-elected  to  the 
position  of  township  assessor. 

What  is  the  remedy  ? 

I  have  but  one  general  proposition  to  offer  and  that  is  to 
take  the  township  assessor  out  of  politics  and  devise  some  plan 
or  way  by  which  competent,  trained,  and  unbiased  men  may 
be  put  in  charge  of  this  business  of  assessing  people's  property 
and  then  keep  him  there  so  long  as  he  measures  up  to  the  re- 
quirements of  the  office.  I  say  take  the  township  assessor  out 
of  politics,  and  that  means  to  remove  him  from  the  realm  of 
elective  offices.     I  sav  this  for  two  reasons : 
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1.  A  good  township  assessor  should  be  a  trained  man  and 
in  the  scramble  for  county  and  township  offices  it  is  the  alert 
and  aggressive  politician  who  wins  the  prize  and  not  the  tax 
specialist.  We  can  theorize  all  we  please  about  the  good  judg- 
ment of  the  populace,  but  take  it  from  one  who  knows,  it  is 
the  chap  who  can  shake  the  most  hands,  spend  the  most  money, 
kiss  the  largest  number  of  babies,  remember  the  most  men  and 
call  them  by  their  first  names,  and  in  some  places  drink  the 
most  beer,  that  brings  home  the  bacon.  1  can  name  any  num- 
ber of  men  in  my  county  who  could  beat  the  best  trained  tax 
man  in  the  world  for  township  assessor  of  Center  Township, 
.Marion  County,  Indiana. 

2.  A  good  township  assessor  should  be  exempt  from  seeking 
favors  of  those  whose  property  lie  is  assessing.  It  is  a  good 
deal  like  a  judge  being  compelled  to  decide  a  case  where  one 
of  the  litigants  is  one  who  has  the  power  to  nominate  that 
judge's  successor.  It  has  been  said  That  the  people  should 
control  their  own  servants.  This  is  not  quite  accurately  stated. 
The  people's  servants  should  obey  and  follow  the  law  which 
the  people  have  made,  irrespective  of  what  the  people  want  or 
demand  that  is  antagonistic  to  that  law.  The  people  say  gen- 
erally, "we  favor  the  taxing  of  our  property  at  its  fair  cash 
value."  But  the  individual  is  very  seldom  satisfied  when  that 
is  done.  The  present  system  is  too  much  like  having  tin-  vari 
(Mis  units  of  the  public  fix  their  own  valuation  upon  their  own 
property.  I  favor,  therefore,  the  taking  away  from  the  people 
the  right  to  select  their  own  taxing  officers  and  lodging  that 
power  in  some  body  that  has  been  selected  by  the  people  who 
can  choose  an  assessor  who  is  capable,  trained,  and  tree  from 
that  local  influence  which  might  color  his  judgment. 

As  to  where  that  power  should  be  lodged.  I  would  hesitate  to 
pass  an  opinion.  It  would  be  better  in  the  hands  of  a  county 
board  of  review  than  with  the  people.  Better  still,  the  gov- 
ernor of  the  state  could  appoint  upon  nomination  by  his  state 
hoard  of  tax  commissioners.  The  appointment  should  be  for 
a  long  term  of  years  and  should  he  made  from  among  those 
who  have  attempted  to  qualify  themselves  for  that  kind  of 
work.  This  is  an  age  of  specialization  and  why  should  not 
the  state  and  county  government  get  the  benefit  of  special 
training  as  well  as  private  busines 
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These  are  the  opinions  of  one  who  has  but  seen  the  edges  of 
the  great  tax  problems  which  confront  the  country.  My  sug- 
gestions  may  be  raw  and  untimely,  but  of  this  one  thing  1  am 
sure,  the  township  assessor  as  he  is,  is  not  the  township  as- 
sessor as  he  should  be.  He  is  a  politician.  He  should  be  a 
business  man.  He  is  ignorant  of  the  tax  problems.  He  should 
be  an  expert.  He  is  influenced  by  a  popular  clamor  for  lower 
taxes.  He  should  know  no  rule  save  that  established  by  the 
law.  He  brings  inequality  and  injustice  into  our  tax  system 
by  loose,  unequal,  and  unfair  valuations.  He  should  be  the 
first  influence  to  approximate  that  ideal  of  a  fair,  just,  and 
equal  taxing  system. 

I  am  not  a  pessimist.  1  am  a  strong  believer  in  our  system 
of  government.  I  believe  it  the  best  government  that  God's 
sun  ever  shone  upon.  But  it  is  not  without  its  imperfections 
and  it  is  for  an  educated,  patriotic,  unselfish  citizenship  to 
help  eradicate  the  evil  and  cure  the  defects  which  mar  the 
fabric. 

Yes,  let  the  people  rule,  not  as  a  democracy,  but  under  a 
true  republican  form  of  government.  Centralize  the  govern- 
ment of  the  people  in  such  a  way  that  the  law  will  be  admin- 
istered fairly  and  impartially.  Keep  the  law-making  power 
close  to  the  people,  so  that,  if  a  law  is  unsatisfactory  and  bur- 
densome, the  people  can  demand  and  secure  its  repeal.  Given. 
then,  a  fair  and  just  tax  law,  enacted  by  the  representatives 
of  the  people,  put  it  beyond  the  power  of  any  particular 
portion  of  the  public  to  nullify  or  modify  that  law  in  its 
administration,  by  lodging  its  administration  in  a  body  freed 
from  those  influences  that  would  annul  or  modify  the  law 
sought,  to  be  enforced  and  administered. 

The  township  assessor  as  he  is,  is  going.  The  township  as- 
sessor as  he  will  be,  is  coming.  Look  at  him  as  he  approaches 
in  the  distance — educated  for  the  job,  trained  for  service,  hon- 
est in  his  purposes,  unbiased  in  his  judgment,  freed  from 
political  coils,  willing,  ready,  and  able  to  devote  his  life  and 
talents  to  the  bringing  of  equity,  justice,  and  fairness  into  the 
administration  of  our  tax  laws.     Let  us  hasten  his  coming. 
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Bloomington,  Indiana 

I 

The  system  of  taxation  in  operation  in  Indiana  is  the  gen- 
eral property  tax.  It  worked  fairly  well  in  the  early  period 
of  its  use,  because  tax  rates  were  low  and  the  economic  condi- 
tions were  simple.  When  the  practice  of  taxing  property  (in- 
cluding notes,  bonds,  and  mortgages)  on  the  ad  valorem  basis 
was  first  introduced  into  Indiana  in  1835  and  1836,  the  rate 
for  state  purposes  was  only  five  cents  on  each  hundred  dol- 
lars. During  the  period  of  internal  improvements  the  rates 
were  increased.  But  at  the  time  of  the  adoption  of  the  pres- 
ent constitution  they  were  still  very  low,  being,  in  1851,  30.5 
cents  for  state  purposes  and  43  cents  on  the  average  for  the 
local  government  —  a  total  of  73.5  cents.  During  the  next 
three  years  the  state  rate  decreased  and  the  average  rates  for 
all  purposes  were  about  65  cents  on  each  hundred  dollars  in 
1852  and  1853,  and  60  cents  in  1854.  Agriculture  was  the 
chief,  almost  the  sole,  industry.  Tenancy  was  rare.  The  cor- 
porate form  of  business  was  seldom  found,  and  then  only  in 
the  case  of  banks,  insurance  companies,  and  transportation 
companies.  There  was  little  intangible  property.  Flatboats. 
turnpikes,  state  canals,  and  a  few  miles  of  railroads  furnished 
the  means  of  public  transportation.  The  population  was  not 
concentrated  in  cities  and  people  generally  knew  the  finan- 
cial standing  of  their  neighbors.  The  salaried  class  was  in- 
significant and  wealth  was  evenly  distributed.  The  functions 
of  government  were  limited.  Expenditures  were  compara- 
tively small  and  the  burdens  of  taxation  relatively  light. 
Under  such  conditions  the  general  property  tax  was  reason- 
ably just  and  fairly  practicable. 

64 
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But  now,  while  our  industry  is  becoming  highly  diversified, 
while  corporations  have  multiplied  in  number  and  financial 
power,  while  property  has  become  heterogeneous  in  character 
and  intangible  property  constitutes  probably  one-third  of  the 
private  wealth  of  the  citizens,  while  the  people  are  bound 
together  in  a  network  of  iron  wire,  copper  strands,  and  steel 
rails,  while  cities  are  growing  in  number  and  size,  while  busi- 
ness relations  are  concealed  in  the  intricate  web  of  commer- 
cial and  industrial  life,  while  salaried  officials  and  prosperous 
professional  men  who  bear  small  part  of  the  burden  of  taxa- 
tion are  increasing  in  number,  while  disparity  in  wealth  and 
taxpaying  ability  is  accentuated  more  and  more,  while  the 
functions  of  government  have  expanded  to  satisfy  the  legiti- 
mate demands  of  the  people  for  larger  and  better  service, 
while  expenditures  have  been  enlarged  to  enable  the  govern- 
ment to  perform  more  fully  its  proper  functions,  while  the 
average  tax  rate  has  mounted  up  to  more  than  $2.50  on  the 
hundred  dollars,  while  the  opportunity  for  the  evasion  of 
taxes  has  become  greater  and  the  incentive  stronger — while 
all  these  changes  have  been  wrought  in  our  social  and  eco- 
nomic life — the  general  property  tax,  once  appropriate  but 
now  out-of-date  and  impracticable,  once  equitable  but  now 
confiscatory  and  iniquitous,  once  respected  but  now  con- 
demned as  '"a  farce,  a  sham,  and  a  humbug,"  and  as  having 
''no  parallel  except  in  the  records  of  the  Middle  Ages  and  of 
the  Inquisition ' '  —  this  system  of  taxation  has  persisted  in 
substantially  its  original  form.  Its  long-continued  retention 
has  been  due  in  part  to  the  fact  that  the  people  have  been 
deceived  by  its  ostensible  fairness,  in  that  it  appears  to  ap- 
portion the  burdens  of  taxation  in  proportion  to  the  economic 
status  of  taxpayers,  in  part  to  the  hope  that  its  defects  might 
he  remedied  by  improving  the  efficiency  of  its  administration, 
and  in  part  to  the  natural  inertia  of  the  voters. 

I  would  not  be  justified  in  discussing  at  length  before  this 
conference  the  notorious  defects  of  the  general  property  tax. 
They  are  well  known  to  all  its  members.  I  wish,  however,  to 
state  briefly,  for  the  sake  of  the  unity  of  this  paper,  its  chief 
faults  as  exemplified  by  the  experience  of  this  state. 
5 
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II 

FAULTS  OF  THE  GENERAL  PROPERTY  TAX 

1.  It  works  injustice  because  it  lacks  two  essential  charac- 
teristics: equality  and  universality.  Its  inequality  arises 
from  the  unfair  assessment  of  property.  It  is  not  universal, 
for  it  permits  the  concealment  of  property  and  it  fails  to 
reach  the  salaried  and  professional  classes  having  little  or  no 
property.  The  weight  of  such  injustice  always  falls  upon 
those  least  able  to  bear  the  burden — the  poor,  the  helpless,  the 
ignorant,  the  widow  and  the  orphan,  and  the  scrupulous. 
The  powerful,  the  cunning,  the  unscrupulous  escape. 

2.  It  perverts  the  conscience  of  the  people.  It  fosters  dis- 
honesty and  places  a  premium  on  perjury.  The  debauching 
of  the  moral  sense  is  the  natural  fruitage  of  an  unjust  tax. 
Men  scrupulous  in  their  ordinary  social  and  business  relations 
are  forced  in  self-preservation  to  falsify  their  tax  returns. 
They  feel  no  moral  obligation  to  obey  a  tax  law  which  is  un- 
just and,  therefore,  immoral. 

3.  It  represses  the  economic  development  of  the  state.  The 
sequestration  of  the  great  mass  of  intangible  property  and  its 
consequent  escape  from  taxation  throws  a  heavier  burden 
upon  other  forms  of  property  and  the  rates  must,  therefore, 
be  increased.  The  average  tax  rate  in  Indiana  in  1914  was 
over  2.5  per  cent;  in  97  cities  it  was  over  3.7  per  cent;  in 
five  towns  and  cities  it  was  5.0  per  cent  or  more.  "When  such 
excessive  rates  are  imposed  upon  intangible  property  and  the 
taxes  are  actually  collected,  it  amounts  to  confiscation.  When 
they  are  applied  to  tangible  property  assessed  at  its  true 
value,  they  absorb  from  30  per  cent  to  100  per  cent  of  the 
incomes  derived  from  such  property.  What  is  the  economic 
effect  of  such  rates?  One  of  the  striking  characteristics  of 
the  modern  industrial  society  is  the  mobility  of  labor  and  the 
fluidity  of  capital.  This  is  especially  marked  in  the  United 
States.  Enterprisers  in  Indiana  must  produce  in  competition 
with  their  rivals  in  neighboring  states  where  the  item  of  cost 
due  to  taxation  is  much  less.  The  excessive  tax  rates  in  In- 
diana tend  to  repel  investors  from  the  state,  to  drive  capital 
and  industry  out  of  the  state,  to  discourage  saving,  to  increase 
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interest  rates,  to  prohibit  lending  by  individuals  to  neighbors, 
and  to  place  a  decided  handicap  upon  the  enterprise  of  young 
men. 

4.  It  is  impracticable.  The  Act  of  1891  provided  for  the 
centralization  of  authority  in  the  state  board  of  tax  com- 
missioners to  a  degree  at  that  time  scarcely  known  in  other 
states.  After  twenty-five  years  of  experience  we  hear  ever}r- 
where  complaints  concerning  the  concealment  of  property,  the 
unequal  assessment  of  real  estate  and  personal  property,  and 
the  extortionate  charges  imposed  upon  the  honest  taxpayers. 
The  failure  of  the  many  honest  efforts  on  the  part  of  other 
commonwealths  to  secure  the  drastic  enforcement  of  stringent 
laws  proves  the  impossibility  of  applying  the  general  prop- 
erty tax  to  personal  property.  The  experience  in  this  country 
has  been  forcefully  described  by  the  United  States  Court  of 
Appeals  in  commenting  upon  the  taxation  of  intangibles: 
"There  is  a  monotonous  uniformity  in  the  reports  of  the 
failures  of  every  system  attempted,  however  stringent  may  be 
the  legislation,  or  however  arbitrary  and  despotic  may  be  the 
powers  with  which  the  assessors  are  clothed.  .  .  .  The  result 
is  that  always  and  everywhere  no  appreciable  part  of  such 
intangible  property  is  reached  by  laws,  however  ingeniously 
framed  or  severely  enforced."  For  fifty  years  the  system 
has  been  condemned  by  taxing  officials  who  have  been  charged 
with  the  responsibility  of  its  administration.  The  reports  of 
special  tax  commissions  from  that  of  the  New  York  Commis- 
sion of  1872  down  to  that  of  the  New  York  Commission  of 
1916  have  with  rare  exceptions  declared  that  the  general 
property  tax  was  not  adapted  to  the  taxation  of  personal 
property.  Not  one  of  the  dozen  commissions  of  the  last  eight 
or  ten  years  has  had  the  temerity  to  express  any  hope  that 
the  administration  can  be  so  improved  as  to  make  it  effective 
and  equitable.  Why  fly  in  the  face  of  such  testimony  from 
practical  men  ?  Let  us  be  frank  enough  to  admit  the  imprac- 
ticability of  the  system  and  abandon  the  vain  hope  of  making 
it  effective. 

5.  It  is  unsound  in  theory.  Herein  lies  the  main  cause  of 
its  impracticability.  The  tax  is  inherently  wrong.  Most  tax 
officials  feel  this,  whether  they  admit  it  or  not.    It  is  unsound 
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because  it  is  unjust  whether  viewed  from  the  standpoint  of 
*  *  faculty  "  or  "  benefit " ;  it  attempts  to  apply  a  uniform  rule 
to  classes  of  property  essentially  different  in  nature ;  it 
ignores  the  effects  of  the  shifting  of  taxes;  it  does  not  reach 
all  persons  having  taxpaying  ability ;  it  disregards  variations 
in  the  productive  capacity  of  different  parcels  of  property; 
it  assumes  that  intangible  property  is  wealth  in  an  economic 
sense. 

In  view  of  these  fatal  defects  in  the  system,  is  it  not  time 
to  make  a  more  vigorous  effort  to  convince  the  people  that  it 
is  wrong  in  theory  and  vicious  in  practice,  that  its  improve- 
ment is  hopeless,  and  that  there  are  substitutes  more  just  and 
practicable  ? 

Ill 

POSSIBLE  SUBSTITUTES   FOR   THE   PERSONAL,  PROPERTY   TAX 

Inasmuch  as  it  is  the  personal-property-tax  feature  of  the 
system  which  has  broken  down  most  completely,  I  shall  limit 
my  discussion  to  some  substitutes  for  it. 

1.  Exemption  of  intangible  property.  The  demand  for  the 
exemption  of  moneys  and  credits  is  based  upon  the  fact  that 
they  are  property  in  a  legal  sense  only,  not  in  an  economic 
sense.  They  are  merely  representative  of  tangible  property — 
the  evidence  of  ownership  in  some  form  of  wealth.  If  both 
the  tangible  property  and  the  evidence  of  ownership  are  taxed, 
it  results  in  double  taxation,  and  is.  therefore,  unjust.  Hence, 
it  is  urged  that  taxes  on  intangibles  should  be  abolished.  On 
the  other  hand,  it  must  be  said  that  the  owner  of  securities 
enjoys  the  protection  of  his  government,  derives  an  income 
from  his  property  rights,  possesses  taxpaying  ability,  and 
owes  economic  allegiance  to  his  place  of  residence.  He  should, 
therefore,  contribute  something  to  the  support  of  the  govern- 
ment. Exemption  of  intangibles  would  run  counter  to  the 
trend  of  tax  reform.  It  is  rather  an  acknowledgment  of 
weakness  in  dealing  with  the  situation.  But  a  candid  ex- 
emption of  securities  would  be  more  honorable  and  less  harm- 
ful to  public  morals  than  the  continuance  of  the  present  farce 
of  pretending  to  tax  intangibles  when  only  the  helpless  and 
the  unusually  conscientious  pay  such  taxes. 
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2.  Exemption  of  all  personal  property.  This  would  un- 
doubtedly simplify  the  problem  of  administration.  But  it 
would  place  too  heavy  a  burden  on  real  estate — both  land  and 
improvements.  Many  kinds  of  personal  property  are  used 
for  productive  purposes  and  yield  incomes  to  the  owners, 
thus  giving  them  taxpaying  ability.  I  do  not  believe  that  the 
people  of  the  state  would  consent  to  the  exemption  of  all 
personal  property  or  even  of  intangible  property  without 
provision  for  some  substitute. 

3.  The  classified  property  tax.  This  tax  is  based  upon  the 
theory  that  the  several  kinds  of  property  differ  in  respect  to 
their  economic  nature,  the  managerial  ability  of  the  owners, 
the  benefit  conferred  upon  their  possessors,  ease  of  evading 
taxes,  and  the  cost  incurred  by  the  government  in  affording 
protection.  It  is  proposed  to  classify  property  and  to  impose 
different  rates  upon  different  classes  somewhat  in  the  same 
way  that  the  monopolist  fixes  prices — "according  to  what  the 
traffic  will  bear."  The  assumption  is  that  a  low  rate  on  in- 
tangible property  will  not  be  so  heavy  a  burden  as  to  tempt 
owners  to  conceal  it,  and  the  revenue  thus  derived  from  this 
source  will  exceed  that  formerly  obtained  under  a  uniform 
rate.  This  tax  has  much  to  commend  it.  The  experience  of 
several  states  shows  that  it  is  a  marked  improvement  upon 
the  old  general  property  tax. 

Four  objections  to  the  classified  tax  occur  to  me : 

(a)  While  it  does  draw  out  a  much  larger  volume  of  prop- 
erty and  produce  more  revenue  than  the  confiscatory  rates  of 
the  general  property  tax,  it  does  not  induce  the  dishonest 
taxpayer  to  become  honest.  He  still  tries  to  escape  even  a 
three  mill  tax  and  to  leave  the  honest  citizen  to  bear  his 
burden . 

(b)  The  tax  has  not  been  a  success  wherever  its  adminis- 
tration has  been  left  to  inefficient  local  assessors.  This  is  an 
objection  from  the  administrative  standpoint. 

(c)  From  the  point  of  view  of  practical  politics  there  is  a 
serious  objection,  as  I  see  the  situation  in  this  state.  It  would 
be  most  difficult  to  convince  the  voters  of  the  justice  of  such 
a  plan.  It  would  be  hard  to  persuade  the  man  who  owns 
real  estate  worth   .$5,000  that  it  is  just  to  tax  him  to  the 
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amount  of  $100  (at  a  two  per  cent  rate)  while  the  owner  of 
a  $5,000  bond  bearing  interest  at  the  rate  of  five  per  cent  is 
to  be  taxed  only  to  the  extent  of  $15  or  $20  or  $25. 

(d)  From  the  theoretical  point  of  view  the  classified  prop- 
erty tax  has  two  serious  defects.  (1)  It  offers  no  place  for 
the  introduction  of  the  principle  of  progression — an  essential 
element  in  a  just  system  of  taxation.  (2)  The  division  of 
property  into  three  classes  (real  estate,  tangible  personalty, 
and  intangible  personalty)  does  not  furnish  a  classification 
refined  enough  to  secure  justice.  Within  each  class  there  are 
marked  differences  in  the  earning  power  of  the  different  units. 
The  yield  of  securities  varies  widely.  A  tax  of  50  cents  on 
$100  would  be  equivalent  in  one  case  to  an  income  tax  of  25 
per  cent  and  in  another  case  to  but  five  per  cent.  Likewise 
among  the  various  units  of  tangible  property  there  exist  wide 
differences  in  earning  power.  It  might  not  infrequently 
happen  that  a  five  mill  tax  would,  in  the  case  of  certain  secur- 
ities, absorb  a  larger  proportion  of  the  income  than  a  three 
per  cent  (or  30  mill)  tax  on  tangible  property.  Again,  a 
2.5  per  cent  tax  on  tangible  property  might  absorb  one-third 
of  the  income  derived  from  it,  while  a  five  mill  tax  would,  on 
certain  securities,  absorb  but  one-twentieth  of  the  income. 
These  illustrations  show  that  the  present  classification  is  more 
or  less  arbitrary.  The  uniform  treatment  of  all  the  property 
within  each  class  would  work  an  injustice  not  different  in 
character,  but  only  less  in  extent,  than  that  produced  by  the 
uniform  taxation  of  all  property. 

I  have  tried  to  find  a  basis  of  classification  which  would 
satisfy  the  scientific  requirements.  The  only  basis  which  T 
can  discover  that  meets  the  scientific  test  is  earning  power. 
But  the  moment  you  begin  to  classify  property  on  this  basis 
the  lines  of  cleavage  run  across  the  now  accepted  classes  and 
not  with  them.  The  attempt  to  tax  property  classified  strictly 
according  to  earning  power  would  involve  difficulties  incom- 
parably greater  than  those  incurred  in  the  administration  of 
a  direct  income  tax.  In  spite  of  these  objections.  I  recognize 
that  a  classified  property  tax  is  to  be  commended  as  a  policy 
in  the  interest  of  public  morals  and  as  a  step  in  the  direction 
of  a  more  just  system  of  taxation.    Bnt  why  stop  here  ?    Why 
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not  get  away  from  property  as  a  basis  of  taxation  and  turn 
our  attention  from  the  thing  that  yields  a  product  to  the 
person  that  receives  an  income  ? 

4.  The  presumptive  income  tax.  This  tax,  as  elaborated  by 
Professor  Seligman,  is  based  upon  three  assumptions:  (1) 
that  income  affords  the  best  test  of  taxpaying  ability;  (2) 
that  a  direct  income  tax  is  unattainable;  (3)  that  certain  ex- 
ternal evidences  may  be  taken  to  indicate  income  approxi- 
mately. This  tax  is  composed  of  three  elements ;  a  habitation 
tax,  an  occupation  tax,  and  a  salaries  tax. 

The  presumptive  ability  tax,  with  rates  carefully  adjusted, 
would  possess  many  advantages  over  the  general  property 
tax.  There  would  doubtless  be  instances  of  inequality,  and 
in  the  rural  districts  friction  in  its  enforcement  would  occur. 
If  a  direct  income  tax  cannot  be  obtained  with  prospect  of 
efficient  administration,  it  is  to  be  strongly  recommended  be- 
cause of  its  simplicity  of  administration  and  its  approxima- 
tion of  justice.  But,  as  Professor  Adams  has  pointed  out,  a 
state  tax  commission  in  the  administration  of  a  direct  incom.- 
tax  could  be  authorized  to  give  proper  weight  to  all  external 
indicia  in  ascertaining  assessable  incomes.  Members  of  this 
association  will  recall  that  Professor  Seligman,  who  at  one 
time  advocated  this  tax  for  the  state  of  New  York,  has  since 
expressed  himself  as  favoring  a  state  income  tax. 

Any  of  these  substitutes  which  I  have  sketched  briefly 
would  be  superior  to  the  present  tax  on  personal  property  in 
Indiana.  But  several  of  them  are  unknown  to  the  people, 
and  they  are  naturally  suspicious  of  a  novelty  in  taxation. 
It  would  be  a  formidable  task  to  convince  them  of  the  merits 
of  these  plans.  If  one  or  more  of  these  substitutes  should  be 
adopted  it  would  be  but  a  preliminary  step  towards  a  more 
equitable  tax,  the  income  tax. 

IV 

THE   INCOME   TAX 

Students  of  public  finance  are  practically  agreed  that 
faculty  or  ability  to  pay  furnishes  the  best  standard  of  jus- 
tice in  taxation  and  that  income  is  the  fairest  norm  or  test  of 
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ability.  Except  in  rare  emergencies,  taxes  are  paid  out  of 
income,  and  nothing  is  so  good  a  measure  of  the  contribution 
each  taxpayer  should  make  as  his  income. 

While  the  income  tax  has  long  been  regarded  as  admirable 
in  the  abstract,  few  economists  prior  to  1907  ventured  to  ad- 
vocate its  use  for  state  purposes.  This  attitude  of  mind  was 
due  to  the  settled  conviction  that  such  a  tax  could  not  be  suc- 
cessfully administered  by  a  state  and  would,  therefore,  result 
in  practical  injustice.  Ample  justification  for  this  conclusion 
seemed  to  be  found  in  the  utter  failure  of  the  income  tax  in 
some  of  the  commonwealths.  The  last  decade  has  witnessed 
considerable  change  in  sentiment.  There  are  two  facts  which 
are  revolutionizing  opinion  as  to  the  practicability  of  a  state 
income  tax.  The  first  is  the  practical  demonstration  in  Wis- 
consin that  the  administration  of  a  state  income  tax  can  be 
so  centralized  as  to  make  it  efficient.  The  second  is  the  adop- 
tion of  the  federal  income  tax  and  the  popular  acceptance  of 
it  as  a  part  of  the  national  fiscal  system.  The  people  are 
being  rapidly  educated  to  understand  that  an  income  tax  is 
not  "inquisitorial  and  contrary  to  the  spirit  of  republican 
institutions,"  that  it  is  not  inconsistent  with  "our  political 
traditions  and  our  business  habits,"  that  it  does  not  involve 
"intolerable  double  taxation." 

Without  further  discussion  of  the  theory,  I  wish  to  submit 
the  outline  of  an  income  tax  for  Indiana,  with  comments  upon 
the  leading  features.  I  know  that  in  proceeding  to  particu- 
larize I  expose  my  plan  to  attack  upon  mere  details.  But  any 
scheme  of  taxation  must  be  tested  by  the  justice  and  practi- 
cability of  its  details.  I  am  sure  the  people  of  Indiana  will 
be  grateful  to  the  members  of  this  association  for  their  ex- 
pert criticism  of  any  proposition  which  may  be  advanced  for 
the  betterment  of  their  system  of  taxation. 

1.  What  is  taxable?  Under  the  proposed  plan  it  is  de- 
signed to  tax  the  net  income  received  by  residents  of  this 
state  from  all  sources  within  or  without  the  state,  except  in- 
come specifically  exempted  by  a  subsequent  provision,  and  so 
much  of  the  net  income  of  non-residents  as  is  derived  from 
sources  within  the  state.  This  proposal  is  in  harmony  with 
the  theory  that  the  income  tax  is  not  purely  a   personal  tax 
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but  a  dual  tax  levied  upon  persons  who  receive  incomes  and 
upon  sources  of  income.  A  moment's  consideration  will  show 
the  justice  of  this  principle.  The  services  rendered  by  a  gov- 
ernment are  varied.  On  the  one  hand,  it  furnishes  protection 
to  property,  business,  and  professions — it  creates  conditions 
under  which  men  (residents  and  non-residents)  may  safely 
and  confidently  make  investments,  conduct  their  businesses, 
and  pursue  their  callings.  On  the  other  hand,  it  brings  into 
existence  conditions  favorable  to  decent  living — safeguarding 
life  and  health,  providing  educational  facilities,  and  restrain- 
ing individual  action  hostile  to  the  welfare  of  society.  It  is 
evident,  therefore,  that  an  individual's  tax  obligation  is  dual. 
Whenever  his  place  of  residence  and  the  place  where  his  in- 
come is  produced  are  not  identical,  intermunicipal,  interstate, 
or  even  international,  complications  arise.  A  non-resident 
ought  to  pay  taxes  to  this  state  upon  income  received  from 
property  or  business  located  within  the  state  and  protected 
by  it;  and  a  resident  of  the  state  ought  to  pay  taxes  to  it 
upon  certain  incomes  received  from  without  the  state  because 
he  enjoys  the  advantages  of  living  in  a  civilized  community 
whose  existence  is  guaranteed  by  the  state. 

In  conformity  to  this  theory,  incomes  of  residents  derived 
from  rents,  royalties,  and  profits  from  farms,  mines,  and 
quarries  without  the  state  would  be  exempted,  while  incomes 
of  residents  derived  from  stocks,  bonds,  securities,  and  other 
evidences  of  indebtedness  from  any  source  whatsoever  would 
be  subject  to  taxation.  On  the  other  hand,  rents,  royalties, 
and  profits  received  by  non-residents  from  real  estate  located 
in  this  state  would  be  taxable.  In  general,  the  income  from 
property  usually  taxable  at  its  situs  would  not  be  taxed  un- 
less the  situs  of  such  property  be  in  this  state ;  and  the  income 
from  property  usually  taxable  at  the  domicile  of  the  owner 
would  be  taxable  in  this  state  if  the  owner  reside  within  it. 
Again,  if  a  person  or  corporation  be  engaged  in  business 
partly  within  and  partly  without  the  state,  the  income  de- 
rived from  the  business  (other  than  that  from  stocks,  bonds, 
securities,  or  evidences  of  indebtedness)  should  be  taxed  only 
proportionately.  In  determining  the  proportion,  we  may  use 
the  ratio  of  assets  in  this  state  to  total  assets,  the  ratio  of 
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business  transacted  within  this  state  to  total  business,  or  the 
ratio  of  both  assets  and  business  transacted  within  the  state 
to  total  assets  and  total  business  transacted,  or  any  other 
basis  which  seems  equitable. 

Gross  income  should  be  defined  as  all  salaries,  wages,  fees, 
interest,  dividends,  annuities,  rents,  royalties,  and  all  other 
gains,  profits,  and  compensation  received,  including  the  esti- 
mated rental  value  of  property  occupied  by  the  owner  for 
residence  purposes  and  profits  derived  from  the  purchase 
and  sale  of  property  of  all  kinds;  but  such  profits  should  be 
prorated  over  the  time  the  property  has  been  held  and  the 
proportionate  part  assigned  to  the  time  elapsed  between  the 
enactment  of  the  law  and  the  date  of  assessment.  It  is  proper 
to  include  the  estimated  rental  value  of  the  residence  occupied 
by  the  owner  in  order  to  place  on  the  same  footing  the  tax- 
payer who  pays  rent  for  a  residence  and  the  one  who  owns 
the  property  which  he  occupies  as  a  residence.  This  raises 
the  question :  To  what  extent  should  the  non-monetary  or  use 
income  be  included?  I  have  omitted  the  estimated  value  of 
the  farmer's  produce  consumed  by  his  family.  This  has  been 
done  because  the  administrative  difficulties  which  would  be 
involved  would  be  disproportionate  to  the  revenue  received. 

From  the  gross  income  certain  items  should  be  subtracted. 
These  are  designated  by  the  general  term  reliefs.  They  are 
of  three  kinds: 

(1)   Exempted  income  or  receipts. 

Under  this  caption  should  be  included:  (a)  incomes  which 
cannot  be  taxed  because  of  legal  restrictions,  such  as  income 
received  by  the  United  States,  the  salaries,  wages,  and  other 
compensation  of  the  officials  of  the  United  States,  interest 
upon  the  obligations  of  the  United  States  or  of  its  possessions, 
interest  upon  obligations  exempt  from  taxation  under  the 
laws  of  this  state,  and  income  from  rents,  royalties,  and  profits 
from  the  operation  of  farms,  mines,  and  quarries  without  the 
state;  (b)  irregular  receipts  which  ought  not  to  be  taxed  be- 
cause in  their  nature  they  are  not  income  but  accessions  to 
capital,  such  as  inheritances,  gifts,  gratuities,  proceeds  of  life 
insurance  policies,  and  compensation  for  injury  or  incapacity 
paid  under  any  compensation  law    (but  the  income  derived 
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trom  such  funds  should  be  subject  to  taxation)  ;  (c)  incomes 
which  ought  not  to  be  taxed  from  considerations  of  social  or' 
public  interest,  such  as  pensions,  incomes  of  benevolent,  re- 
ligious, and  educational  institutions,  incomes  of  labor  and 
agricultural  organizations,  business  leagues  or  other  organ- 
izations not  organized  or  conducted  for  profit,  income  received 
by  the  state  or  any  of  its  political  subdivisions;  (d)  incomes 
from  business  or  property  which  can  be  taxed  more  effectively 
in  some  other  way,  such  as  building  and  loan  associations, 
savings  banks,  national  banks,  foreign  insurance  companies, 
and  companies  now  assessed  by  the  state  board  of  tax  com- 
missioners. 

(2)   Deductions.1 

Deductions  are  offsets  against  receipts  permitted  for  the 
purpose  of  ascertaining  the  net  income. 

A.  Deductions  to  individuals,  firms,  partnerships,  and 
corporations. 

(a)  The  ordinary  and  necessary  expenses  actually  paid  in 
carrying  on  any  business,  occupation,  or  profession,  or  in 
managing  investments,  not  including  personal  or  family  ex- 
penses. 

(b)  Wages,  salaries,  and  other  compensation  paid  to  em- 
ployees, partners,  and  officers  actually  employed  in  the  pro- 
duction of  such  income.2 

(c)  Reasonable  allowance  for  depreciation  and  depletion 
of  natural  resources.  Such  a  deduction  is  in  the  interest  of 
sound  business.  While  it  presents  some  difficulties  in  admin- 
istration, these  would  gradually  be  smoothed  out  in  the  course 
of  time. 

(d)  Losses  actually  sustained  in  connection  with  any  busi- 
ness or  trade  or  any  transaction  where  the  gains  would  be 
taxed,  when  not  compensated  for  by  insurance  or  otherwise. 
Losses  arising  from  fluctuation  or  reappraisement  of  the  value 
of  real  estate,  securities,  or  other  property  should  not  be  de- 

1  Deductions  allowed  domestic  insurance  companies  and  co-operative 
companies  should  be  denned  in  the  law  with  fuller  detail  than  can  bo 
given  in  this  paper. 

-  Provided  there  be  reported  the  name  and  address  of  each  employee 
who  shall  have  received  $500  or  more,  with  the  amount  paid  to  each. 
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ducted   unless  profits  arising  from  such  readjustments  are 
included  in  income  subject  to  taxation. 

(e)  Debts  due  the  taxpayer  arising  in  course  of  business 
and  charged  off  and  not  theretofore  ascertained  to  be  worth- 
less. 

(f)  Taxes  paid  anywhere  upon  the  business,  property,  or 
other  source  from  which  the  income  hereby  taxed  is  derived : 
but  not  including  taxes  on  inheritances  or  special  assessments 
or  taxes  on  property  from  which  no  income  subject  to  taxa- 
tion is  derived. 

(g)  Dividends  received  from  stock  in  any  corporation  or 
profits  received  from  any  partnership  subject  to  this  tax  and 
assessed  under  it.1  This  deduction  is  necessary  to  avoid 
double  taxation.  It  has  been  suggested  that  such  a  deduction 
be  granted  only  to  persons  who  owned  stock  prior  to  the  im- 
position of  the  tax  on  the  ground  that  the  subsequent  pur- 
chasers bought  the  stocks  tax-free.  Such  a  proviso  would  in- 
crease the  complexity  of  administration.  Besides,  in  case  the 
rates  should  be  later  changed,  other  adjustments  would  be 
necessary  if  the  principle  were  carried  out  logically.  More- 
over, the  owners  of  stocks  in  corporations  organized  subse- 
quently would  not  be  allowed  any  deduction,  and  thus  double 
taxation  would  result.  Inasmuch  as  all  property  is  now  sub- 
ject to  taxation  there  seems  to  be  no  justification  in  favoring 
present  owners  of  securities  who  may  have  evaded  the  existing 
tax.  Corporations  should  have  the  same  privilege  as  indi- 
viduals of  making  a  deduction  for  dividends  paid  to  them  by 
other  corporations.  If  it  is  tin-  intention  to  discriminate 
against  holding  companies  it  would  be  a  better  policy  to  do 
so  by  positive  action  rather  than  by  indirection. 

(h)  Interest  paid  within  the  year  on  bonds  or  other  in- 
debtedness.2 

'  Provided  that  when  only  a  part  of  the  net  income  of  the  corporation 
or  partnership  from  -which  such  dividend  or  profit  was  paid  shall  have 
been  taxed  under  this  law  only  a  corresponding  part  of  such  dividend 
shall  be  deducted;  and  provided,  further,  that  such  partnership  or  cor- 
poration report  at  the  time  of  assessment  the  name  and  address  of  each 
person  owning  stocks  or  interest  in  the  same  and  the  amount  of  divi- 
dends or  profits  paid  each. 

2  Provided  that  the  amount  of  interest  deducted   from  the  income  de- 
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B.  Additional  deductions  to  individuals. 

(a)  Income  derived  from  savings  deposits  where  the  amount, 
of  the  deposit  does  not  exceed  $1,000  for  each  family.  This 
deduction  is  intended  to  stimulate  thrift  among  the  people. 

(b)  The  cost  of  repairs,  taxes,  insurance,  and  interest  paid 
upon  any  house  occupied  by  the  owner  for  residence  purposes. 
Inasmuch  as  the  estimated  rental  value  of  such  property  is 
included  in  gross  income,  this  deduction  should  be  permitted. 

(3)   Specific  personal  exemptions. 

This  form  of  relief  is  intended  to  cover  what  is  known  as 
the  minimum  of  subsistence.  It  is  justified  on  the  ground 
that  a  man's  taxpaying  ability  does  not  begin  until  he  has 
made  provision  for  the  maintenance  of  his  family  in  a  man- 
ner recognized  as  meeting  a  decent  standard  of  living.  I  sug- 
gest the  following  exemptions : 

To  an  individual,  $600 ; 

To  husband  and  wife,  $1,100 ; 

For  each  child  under  the  age  of  eighteen,  $200 ; 

For  each  lineal  ancestor  entirely  dependent  upon  the 

taxpayer,  $300; 
For  each  additional  person  entirely  dependent  upon 

the  taxpayer,  $200. 

The  total  exemption  to  a  family  should  not  exceed  $2,000. 

These  reliefs  would  be  subtracted  from  the  gross  income  to 
ascertain  the  net  income  which  is  subject  to  taxation.  To 
forestall  abuses  of  these  privileges  they  ought  to  be  defined 
in  the  law  with  great  precision  or  the  state  board  of  tax  com- 
missioners should  be  given  full  authority  to  interpret  them. 

2.  Rates.  The  following  rates  are  proposed  for  all  persons 
other  than  corporations : 

rived  from  any  business,  trade,  or  profession  conducted  by  any  person, 
partnership,  or  corporation  shall  be  proportionate  to  the  amount  of  such 
income  assessed  in  this  state;  provided,  further,  that  each  corporation 
report  the  same  information  in  respect  to  the  names  and  addresses  of 
creditors  as  it  is  required  to  furnish  officers  of  the  federal  government ; 
and  provided,  further,  that  individuals  or  partnerships  report  the  name 
and  address  of  each  creditor  and  the  amount  of  interest  paid. 
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y2  of  l-per  cent 
54  of  1  per  cent 
1     per  cent 

2 

3 

3/2 

4 


On  the  first  $1,000  of  net  income  or  part  thereof.  . 
On  the  second  $1,000  of  net  income  or  part  thereof  . 
On  the  third  $1,000  of  net  income  or  part  thereof  .  . 
On  the  fourth  $1,000  of  net  income  or  part  thereof  . 
On  the  fifth  $1,000  of  net  income  or  part  thereof.  . 
On  the  sixth  $1,000  of  net  income  or  part  thereof.  . 
On  the  seventh  $1,000  of  net  income  or  part  thereof. 
On  the  eighth  $1,000  of  net  income  or  part  thereof. 
On  the  ninth  $1,000  of  net  income  or  part  thereof.  . 
On  the  tenth  $1,000  of  net  income  or  part  thereof.  . 
On  the  eleventh  $1,000  of  net  income  or  part  thereof.  Ay2 
On  the  twelfth  $1,000  of  net  income  or  part  thereof.  .   5 
On  the  thirteenth  $1,000  of  net  income  or  part  thereof.  5]/2 
On  the  fourteenth  $1,000  of  net  income  or  part  thereof.  6 
On  any  additional  amount  in  excess  of  $14,000 6 

These  rates  are  similar  to  those  found  in  the  Wisconsin 
law;  but  they  begin  with  a  lower  rate  and  the  maximum  is 
attained  at  the  fourteenth  thousand.  The  justice  of  progres- 
sive rates  is  well  recognized.  The  fact  that  the  federal  gov- 
ernment uses  progressive  rates  does  not  seem  to  be  a  valid 
reason  why  the  same  principle  of  equity  should  not  be  applied 
in  distributing  the  burden  of  taxation  in  Indiana.  The  rates 
proposed  are  not  excessive  or  extortionate.  The  rate  on  each 
thousand  is  a  separate  one.  The  actual  rate  on  a  taxable  in- 
come of  $5,000  would  be  one  per  cent;  on  a  taxable  income 
of  $10,000,  two  per  cent;  on  a  taxable  income  of  $14,000,  2.928 
per  cent;  on  a  taxable  income  of  $20,000,  3.85  per  cent;  on  a 
taxable  income  of  $100,000,  5.57  per  cent.  If  the  federal 
government  should  adopt  rates  which  are  excessive  and  con- 
fiscatory, the  responsibility  would  rest  upon  Congress  and 
not  on  the  state  governments.  If  the  federal  government 
abuses  a  good  principle  it  is  no  ground  for  asking  a  state  to 
relinquish  the  use  of  that  principle,  in  a  proper  way.  There 
seems  a  better  remedy  for  the  misuse  of  a  good  thing.  The 
scheme  proposed  is  fairer  than  that  whereby  a  fixed  sum  is 
charged  upon  all  incomes  within  each  class.  The  latter  im- 
poses a  larger  percentage  upon  the  smaller  incomes  within 
the  class  than  upon  the  higher,  and  thus  works  injustice.  In 
the  plan  I  offer  the  rate  upon  all  incomes  within  each  class  is 
the  same  and  the  amount  of  the  tax  varies. 

A  flat  rate  of  3.5  per  cent  is  proposed   for  corporations. 
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This  would  be  easier  to  administer  than  the  provision  in  the 
Wisconsin  law  relating  to  the  taxation  of  corporations,  and  is 
more  just  to  the  small  stockholders.  There  is  often  great 
disparity  in  respect  to  the  financial  standing  of  the  stock- 
holders of  a  corporation.  A  small  stockholder  may  have  his 
whole  fortune  invested  in  a  corporation  which  has  a  large  in- 
come. A  heavy  progressive  tax  upon  the  corporation  would 
impose  an  unjust  burden  upon  him.  It  would  be  fairer  to 
tax  corporations  at  a  uniform  rate  and  introduce  the  element 
of  progression  in  dealing  with  the  stockholders  individually. 

3.  Administration.  The  failure  of  the  early  experiments 
with  the  state  income  tax  was  due  to  defects  in  the  laws  them- 
selves, but  principally  to  inefficiency  in  their  administration. 
The  enforcement  of  the  laws  was  left  to  incompetent  and  in- 
experienced local  assessors.  Our  forefathers  had  an  exag- 
gerated regard  for  local  self-government.  They  were  especi- 
ally jealous  of  their  right  of  control  in  matters  pertaining  to 
revenue  and  expenditures.  They  resented  any  external  inter- 
ference. They  did  not  understand  that  assessment  of  prop- 
erty or  income  for  purposes  of  state  taxation  is  a  matter  of 
state  concern  and  not  merely  of  local  interest.  The  popular 
attachment  to  local  government  is  still  strong,  and  rightfully 
so.  Our  problem  is  to  reconcile  in  practice  the  ideas  of  local 
independence  and  central  authority  —  democracy  and  effi- 
ciency. 

First  and  most  important  of  all,  the  authority  and  respon- 
sibility for  administering  the  tax  should  be  centralized  in  the 
state  board  of  tax  commissioners.  They  should  have  power 
to  make  rules  and  regulations,  not  inconsistent  with  the  laws 
of  the  state,  to  secure  its  enforcement.1  They  should  be  em- 
powered to  divide  the  state  into  convenient  assessment  dis- 

i  It  might  be  well  specifically  to  authorize  the  state  board  to  require 
every  person  in  the  state  to  furnish  at  stated  intervals  a  list  of  the 
payments  for  rent,  interest,  and  wages,  particularly  when  made  to  per- 
sons subject  to  the  tax;  and  to  require  persons  buying  or  accepting  for 
collection  or  deposit  any  coupon  or  interest  order  to  secure  from  the 
owner  and  to  transmit  to  the  state  board  of  tax  commissioners  a  cer- 
tificate stating  the  name  and  address  of  the  owner  and  other  information 
which  might  be  helpful  or  necessary  in  the  administration  of  the  law. 
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tricts  and  to  appoint  for  each  district  an  income  tax  assessor 
for  a  term  of  four  years  unless  sooner  removed  by  the  board. 
In  making  the  appointments  party  affiliations  should  not  be 
considered  and  the  board  should  be  authorized  to  conduct 
examinations  to  determine  the  qualifications  of  applicants. 
With  the  authority  of  the  state  board,  assessors  would  be  em- 
powered to  appoint  deputies  and  assistants.  The  salaries  of 
all  such  officials  should  be  fixed  by  the  state  board  under 
limitations  prescribed  in  the  law,  and  be  paid  out  of  state 
funds.  Assessors  should  be  transferable  from  one  district  to 
another  at  the  discretion  of  the  state  board.  Honesty,  com- 
petency, a  sense  of  official  security,  and  freedom  from  the 
coercion  of  political  supporters  or  the  importunities  of  friends 
are  prime  qualifications  of  efficient  assessors.  Under  the 
above-mentioned  provisions  the  state  board  would  be  given 
ample  power  to  secure  a  body  of  such  officials ;  the  odium  for 
failure  to  do  so  would  rest  upon  their  heads. 

It  would  be  in  the  interest  of  economy  to  abolish  the  office 
of  supervisor  of  the  inheritance  tax  and  the  office  of  county 
assessor,  and  to  confer  the  powers  and  duties  of  these  officers 
upon  the  income  assessors.  Such  an  arrangement  would  give 
the  state  board  closer  supervision  over  the  local  assessment  of 
property.  This  is  not  really  essential  to  the  successful  ad- 
ministration of  the  income  tax,  but  it  is  extremely  important 
to  the  efficiency  of  the  whole  tax  system. 

The  incomes  of  corporations  should  be  assessed  by  the  state 
board  and  all  other  incomes  by  the  income  assessors.  Returns 
should  be  required  of  all  domestic  corporations  and  all  for- 
eign corporations  doing  business  in  the  state.  They  should 
contain  such  information  as  the  state  board  might  deem  neces- 
sary to  carry  out  the  provisions  of  the  law.  Returns  should 
be  made  to  the  income  tax  assessors  by  all  persons,  other  than 
corporations,  who  receive  incomes  amounting  to  $500  or  more 
annually.  Any  person  who  is  required  by  the  federal  laws  to 
furnish  a  statement  respecting  his  income  should  be  asked  to 
furnish  a  true  copy  of  the  same  at  the  time  of  making  returns 
under  this  law.  Penalties  should  be  prescribed  for  failure  or 
refusal  to  make  returns  and  for  false  or  fraudulent  state- 
ments.    Assessors  should  also  be  penalized  for  accepting  in- 
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complete  returns.  They  should  have  authority  to  make  addi- 
tions or  corrections  to  assessments,  but  due  notice  of  any 
change  should  be  given  to  the  person  liable.  Strict  secrecy 
should  be  demanded  of  officials  in  respect  to  the  contents  of 
returns,  and  severe  penalties  be  prescribed  for  the  disclosure 
of  information. 

Right  of  appeal  and  hearing  should  be  given  to  corpora- 
tions similar  to  that  now  granted  to  corporations  assessed  by 
the  state  board.  Any  other  person  should  have  the  right  to 
appeal  to  the  board  of  review  of  his  county.  This  board,  con- 
sisting of  three  taxpayers  of  the  county,  should  be  appointed 
by  the  state  board  and  paid  by  the  state.  Its  sole  duty  would 
be  to  review  assessments  of  income ;  it  would  have  no  author- 
ity over  other  assessments.  It  should  have  power  to  raise  or 
lower  any  assessment  concerning  which  an  appeal  had  been 
made  to  it ;  in  order  to  do  this  intelligently  it  should  have  the 
right  to  compel  attendance  of  witnesses  and  production  of 
books  and  papers.  Any  person  dissatisfied  with  a  decision  of 
the  board  of  review  and  any  income  assessor  should  have  the 
right  to  appeal  to  the  state  board.  No  appeal  could  be  made 
to  the  state  board  unless  objection  had  first  been  filed  before 
the  proper  board  of  review. 

The  proceeds  of  the  income  tax  should  be  paid  or  credited 
to  the  state  treasurer.  After  deducting  the  cost  of  adminis- 
tering the  income  tax  law  the  remainder  should  be  distributed 
in  the  following  manner:  10  per  cent  to  the  state,  20  per  cent 
to  the  counties,  and  70  per  cent  to  the  other  political  subdivi- 
sions of  the  state.  In  making  the  apportionment  among  the 
counties,  the  proportion  assigned  to  each  should  be  the  pro- 
portion which  the  state  tax  collected  in  each  county  bears  to 
the  total  state  taxes  collected  in  all  counties;  and  in  appor- 
tioning the  share  allotted  to  the  other  political  subdivisions, 
the  proportion  assigned  to  each  should  be  the  proportion 
which  the  state  tax  collected  in  each  bears  to  the  total  state 
taxes  collected  in  all  the  political  subdivisions.  This  method 
of  apportionment  avoids  the  difficulties  involved  in  allocating 
incomes  to  the  place  of  origin  and  to  the  place  of  residence  of 
the  recipient  when  these  are  different.  It  would  also  tend  to 
create  a  local  public  sentiment  that  would  insist  upon  assess- 
ment at  true  value  and  full  collection  of  taxes. 
6 
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The  following  classes  of  property  should  be  exempted  from 
taxation :  all  intangible  property,  except  the  stock  of  banks 
and  stocks  owned  by  corporations  not  subject  to  this  tax; 
household  goods  and  furnishings;  wearing  apparel,  jewelry, 
pictures,  and  books  for  private  use;  mechanics'  tools;  farm, 
garden,  and  orchard  tools,  implements  and  machinery;  and  a 
few  other  articles  of  personal  use.  Most  of  these  forms  of 
property  are  unproductive  or  difficult  to  assess  equitably.  As 
soon  as  expedient  all  personal  property  should  be  exempted. 

I  have  presented  this  plan  in  sufficient  detail  to  show  that 
with  centralized  authority  the  law  could  be  enforced  more 
easily  and  with  greater  justice  than  the  present  tax  on  per- 
sonal property.  It  is  to  be  noted  that  little  reliance  is  placed 
upon  collection  at  the  source,  but  emphasis  is  laid  upon  in- 
formation at  the  source.  It  is  reasonable  to  believe  that  co- 
operation between  the  federal  government  and  the  states 
having  income  taxes  can  be  effected,  which  will  simplify  the 
work  of  administering  both  the  federal  income  tax  and  the 
state  income  taxes. 

4.  Probable  yield  of  the  income  tax.  Only  a  rough 
estimate  of  the  yield  of  the  proposed  income  tax  can  be  made. 
By  examining  the  results  of  the  income  tax  in  Wisconsin  and 
the  productivity  of  the  federal  income  tax  in  Indiana  and 
Wisconsin  a  fair  estimate  can  be  made. 

The  income  tax  assessed  upon  individuals  and  firms  in 
Wisconsin  in  1914  was  $1,423,914,  equivalent  to  61  cents  per 
capita,  counting  the  entire  population  of  the  state.  The  per 
capita  wealth  of  Indiana  in  1912  was  about  1.5  per  cent 
greater  than  that  of  Wisconsin.  The  proposed  rates  for  In- 
diana on  individuals  and  firms  are  Dearly  the  same  as  those 
in  Wisconsin,  with  a  lower  exemption  for  this  state.  They 
would  yield  a  per  capita  tax  approximately  equal  to  that  in 
Wisconsin.  Estimating  our  population  at  2,800,000,  we  ought 
to  receive  about  si. 700. 000  from  the  tax  on  individuals  and 
firms.  An  estimate  computed  on  another  basis  will  give  about 
the  same  figures.  The  number  of  individuals  and  firms 
assessed  in  Wisconsin  (1914)  was  equal  to  2.6  per  cent  of  the 
population,  and  the  average  tax  for  each  person  assessed  was 
$23.46.     Taking  2.6  per  cent  of  the  estimated  population  of 
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Indiana,  we  would  have  about  73,000  assessable  persons.  An 
average  tax  of  $23.46  would  yield  about  $1,700,000.  An  esti- 
mate made  on  the  basis  of  wealth  gives  practically  the  same 
result.  Turning  now  to  the  report  of  the  Commissioner  of 
Internal  Revenue  for  1915  we  find  that  the  federal  income 
tax  upon  individuals  and  firms  derived  from  Indiana  ex- 
ceeded that  paid  in  Wisconsin  by  28.3  per  cent.  Adding  this 
percentage  to  the  state  income  tax  assessed  in  Wisconsin  in 
1914  we  get  over  $1,830,000  as  the  probable  yield  of  the  pro- 
posed income  tax  in  Indiana  from  individuals  and  firms. 

The  yield  in  Indiana  from  corporations  under  the  proposed 
rate  would  probably  be  a  little  less  than  that  in  Wisconsin. 
The  rate  proposed  is  a  flat  rate  of  3.5  per  cent,  a  little  more 
than  two-thirds  of  the  average  rate  on  corporations  in  Wis- 
consin in  1914  (5.21  per  cent).  The  amount  of  income  tax 
assessed  upon  corporations  in  that  state  in  1914  was  $2,716,- 
657,  which  was  equal  to  $1.16  per  capita.  A  3.5  per  cent  rate 
would  have  yielded  77.3  cents  per  capita.  Allowing  for  the 
difference  in  per  capita  wealth  and  calculating  the  returns  at 
77.3  cents  per  capita,  we  obtain  $2,160,000  as  the  estimated 
tax  on  corporations.  The  report  of  the  Commissioner  of  In- 
ternal Revenue  shows  that  in  1915  corporations  in  Indiana, 
under  a  rate  of  one  per  cent,  paid  $639,365.  Multiplying  this 
sum  by  3.5  we  have  something  over  $2,200,000. 

Combining  the  estimated  returns  from  corporations  with 
those  from  individuals  and  firms,  we  have  a  probable  yield 
of  about  $3,800,000  or  $4,000,000.  This  is  a  conservative 
estimate.  It  would  be  a  safe  prediction  to  say  that  after  the 
law  gets  into  smooth  running  order  the  yield  would  be  nearer 
$5,000,000  than  $4,000,000.  It  is  impossible  to  compute  with 
accuracy  the  loss  of  revenue  which  would  be  caused  by  the 
exemption  of  intangible  property  and  certain  tangible  per- 
sonalty. A  liberal  estimate  would  be  $1,000,000.  This  would 
leave  a  net  gain  of  about  $3,000,000.  It  is  well  to  recall  to 
mind  that  the  income  tax  is  not  primarily  an  additional  tax. 
but  a  substitute  for  the  tax  upon  intangible  property.  The 
only  new  classes  which  it  is  intended  to  reach  are  the  salaried 
and  professional  classes  having  no  property. 

5.  The  advantages  of  an  income  tax.    It  is  not  necessary 
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to  discuss  the  advantages  of  the  income  tax  in  the  abstract. 
We  have  practical  illustration  of  its  operation  in  Wisconsin. 
I  desire  to  call  attention  to  some  of  its  features. 

Its  first  and  chief  merit  has  been  an  indirect  one.  It  has 
toned  up  the  entire  fiscal  administration  in  the  state.  This 
has  been  pointed  out  on  several  occasions  by  members  of  the 
tax  commission.  Their  report  for  1914  shows  that  the  ratio 
of  assessed  to  true  value  in  that  state  had  increased  from 
64.86  per  cent  in  1911  to  82.66  per  cent  in  1914.  The  total 
assessed  value  of  all  property  (1914)  was  ^o,17*J.9«s9,lo4  and 
the  average  tax  rate  was  a  little  under  1.4  per  cent.1  As  the 
assessed  value  approaches  more  nearly  to  the  true  value,  in- 
equalities tend  to  disappear.  It  is  worth  noting  in  this  con- 
nection that  the  total  wealth  in  Indiana,  as  reported  for  1912 
by  the  Federal  Census  Bureau,  exceeded  that  in  Wisconsin 
by  16  per  cent.  An  equally  efficient  administration  here 
would  raise  the  assessed  value  to  the  neighborhood  of  three 
and  one-half  or  four  billions. 

In  the  second  place,  the  tax  is  inexpensive  to  administer. 
In  the  first  year  its  administration  cost  1.31  per  cent  of  the 
tax  assessed  or  2.77  per  cent  of  the  tax  collected ; :  in  the 
second  year  these  rates  were  reduced  to  1.11  per  cent  and 
2.33  per  cent  respectively.  The  net  yield  of  the  tax  in  the 
second  year  was  nearly  $2,000,000. 

Thirdly,  it  has  introduced  into  the  system  a  larger  element 
of  justice.  Besides  bringing  about  more  equitable  assessments 
of  property,  it  has  reached  large  classes  of  property  and  per- 
sons  heretofore  untaxed.  It  has  distributed  the  burden  of 
taxation  more  nearly  according  to  ability.  This  statement  is 
supported  by  the  facts  recited  in  the  commission's  report. 
Of  the  persons  assessed  in  1914  for  income  tax.  41,732  had  in- 
comes less  than  $1,000.  This  number,  constituting  68  per  cent 
of  the  total  number,  paid  less  than  11  per  cent  of  the  total 
tax.  The  average  tax  for  each  was  $3.74.  In  contrast  with 
this  class  there  were  31.1  taxpayers  having  incomes  of  $15,000 

i  Report,  Wisconsin  Tax  Commission,  1914,  pp.  34,  ."57,  126  and  157. 
2  Under  the  Wisconsin   law  taxpayers  are   allowed   to   offset    their   in- 
come tax  with  their  personal  property  tax. 
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or  more,  constituting  a  little  over  one-half  of  one  per  cent  of 
the  total  number  assessed,  who  paid  40  per  cent  of  the  total 
tax,  the  average  for  each  being  $1,794.  The  justice  of  this 
difference  appears  when  it  is  added  that  the  aggregate  taxable 
incomes  of  these  315  persons  was  equal  to  more  than  73  per 
cent  of  the  aggregate  taxable  income  of  the  41,732  persons  in 
the  first  group.  Less  than  one  per  cent  of  the  laborers  and 
less  than  five  per  cent  of  the  farmers  were  subject  to  the  tax. 
Relative  to  the  reputed  inquisitorial  nature  of  the  income 
tax,  the  commission  has  this  to  say  in  its  report  for  1912 : 

' '  The  assessment  and  tax  rolls  reveal  nothing  not  already  known  to 
credit  agencies  and  the  business  world  generally.  A  man's  taxable  in- 
come and  the  tax  thereon  are  matters  of  public  record,  but  that  is  all: 
nothing  is  known  of  his  exemptions  or  of  his  non-taxable  income.  .  .  . 
No  tax  measured  by  ability  to  pay  can  be  administered  without  asking 
searching  questions.  The  more  thoroughly  these  questions  are  asked  the 
more  certain  honest  people  can  be  that  the  tax-dodgers  are  paying  their 
fair  share.  .  .  .  The  old  personal  property  tax  would  have  been  much 
more  inquisitorial  than  the  income  tax  if  it  had  been  enforced.  It 
failed  largely  because  questions  were  not  asked." 

In  the  report  of  the  Joint  Legislative  Committee  on  Taxa- 
tion of  the  state  of  New  York  is  found  an  instructive  comment 
showing  the  trend  of  sentiment  towards  the  income  tax  among 
those  classes  who  are  thinking  seriously  on  the  question  of 
taxation.  It  reads  as  follows:  "That  the  income  tax  is  the 
best  way  of  taxing  both  individuals  engaged  in  business  and 
general  business  corporations  was  the  opinion  of  practically 
every  business  man  that  appeared  before  our  committee,  and 
of  the  tax  committees  of  such  representative  commercial 
bodies  as  the  Chamber  of  Commerce  of  the  City  of  Rochester, 
of  the  Merchants'  Association  of  the  City  of  New  York,  and 
the  Chamber  of  Commerce  of  the  City  of  New  York."  This 
joint  committee  recommended  unanimously  an  income  tax 
for  the  state  of  New  York.  Connecticut  and  West  Virginia 
have  adopted  an  income  tax  for  miscellaneous  corporations, 
and  more  recently  Massachusetts  has  enacted  a  law  prescrib- 
ing a  partial  income  tax.  These  steps  in  so-called  conserva- 
tive states  are  significant  of  a  decided  movement  towards  the 
state  income  tax. 
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6.  Is  an  income  tax  constitutional?  The  objection  will 
be  raised  that  my  proposed  remedy  offers  no  relief  to  Indiana 
because  an  income  tax  would  be  unconstitutional.  If  that  be 
true,  there  is  no  relief  for  this  state  under  the  provisions  of 
our  present  constitution.  None  of  the  substitutes  for  the  per- 
sonal property  tax  which  have  been  proposed  would  have  any 
more  chance  of  standing  the  test  of  constitutionality  than  an 
income  tax  would  have.  And  there  is  no  genuine  relief  pos- 
sible so  long  as  we  blindly  and  doggedly  insist  upon  applying 
the  general  property  tax  to  personal  property.  I  shall  not 
undertake  to  discuss  the  question  of  constitutionality.  But  I 
should  like  to  call  attention  to  a  bit  of  history.  The  constitu- 
tion of  1816  contained  not  a  single  clause  or  word  conferring 
the  power  of  taxation  upon  the  general  assembly.  But  that 
body  proceeded  to  impose  taxes  without  any  question  being 
raised  as  to  its  legal  authority.  The  power  of  taxation  was 
implied  in  the  very  nature  and  existence  of  the  state ;  and 
inasmuch  as  the  constitution  placed  no  restrictions  Upon  that 
power,  it  was  plenary — unlimited — except  by  certain  provi- 
sions of  the  federal  constitution.  The  present  constitution 
declares:  "The  general  assembly  shall  provide,  by  law,  for  a 
uniform  and  equal  rate  of  assessment  and  taxation ;  and  shall 
secure  a  just  valuation  for  taxation  of  all  property,  both  real 
and  personal,  excepting  such  only,  for  municipal,  educational, 
literary,  scientific,  religious,  or  charitable  purposes,  as  may 
be  especially  exempted  by  law."  (Article  I,  Section  10.)  It 
does  not  say  that  the  general  assembly  can  levy  no  other 
taxes.  The  state  can  do  so,  and  it  has  done  so.  It  has  levied 
a  poll  tax;  it  has  imposed  an  excise  tax  on  foreign  insurance 
companies ;  it  has  levied  an  inheritance  tax  with  progressive 
rates.  None  of  these  are  authorized  explicitly  by  the  consti- 
tution and  none  of  them  are  prohibited.  The  general  assem- 
bly still  has  full  power  to  prescribe  taxes  except  as  it  is  re- 
stricted by  the  constitution  and  laws  of  the  federal  govern- 
ment and  by  the  provisions  of  the  state  constitution  relating 
to  the  taxation  of  property.  I  will  close  the  discussion  of  this 
point  by  leaving  with  the  constitutional  lawyers  this  ques- 
tion :  Has  not  the  general  assembly  the  same  power  to  levy 
an  income  tax  as  it  had  to  levy  an  inheritance  tax?     If  an 
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income  tax  is  not  in  conformity   with  our  constitution  we 
should  change  the  organic  law. 


CONCLUSION 

I  have  shown  the  unfortunate  conditions  in  this  state.  I 
have  pointed  out  the  inadequacy  of  various  substitutes  which 
have  been  proposed  from  time  to  time  for  the  unjust,  ineffec- 
tive, and  hopeless  personal  property  tax.  I  have  cited  the 
experience  of  Wisconsin  to  show  that  a  state  income  tax  is 
just  and  practicable.  I  have  submitted  the  outline  of  a  law 
which  seems  to  me  to  contain  fair  and  reasonable  rates  and 
provisions — a  measure  which  would  relieve  us  of  false  pre- 
tensions in  attempting  to  tax  intangibles  wrhich  everywhere 
escape  except  when  in  the  hands  of  the  defenseless  or  con- 
scientious, which  would  relieve  business  men  of  the  necessity 
of  perjuring  themselves  for  fear  of  confiscation  of  their  prop- 
erty or  of  the  ruinous  competition  of  others  who  escape  taxa- 
tion, which  would  tone  up  the  whole  tax  system  of  the  state, 
secure  fuller  and  fairer  assessment,  make  possible  the  reduc- 
tion of  tax  rates,  relieve  industry,  and  avoid  driving  it  from 
the  state.  Do  the  conditions  which  are  essential  to  the  suc- 
cessful administration  of  an  income  tax  exist  in  Indiana  ? 
Are  the  people  loyal  and  conscientious  enough  to  deal  squarely 
with  the  government  when  given  an  opportunity  to  be  honest  ? 
Are  they  intelligent  enough  and  willing  to  stand  for  greater 
centralization  in  tax  administration  for  the  sake  of  efficiency 
and  justice?  I  cannot  prove  by  logical  demonstration  that 
they  are.  I  can  only  hope  and  believe  that  they  are.  Let  us 
give  them  a  chance  to  show  whether  or  not  they  are.  Condi- 
tions could  hardly  be  made  worse  under  an  income  tax.  The 
correct  solution  of  the  tax  problem  is  one  aspect  of  that  great 
task  which  sooner  or  later  Americans  must  face — the  harmon- 
izing of  discipline  and  democracy. 
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FRED  A.  SIMS 
Former  Member  State  Board  of  Tax  Commissioners  of  Indiana 

Your  association,  gentlemen,  has  given  to  our  city  and  to  our 
state  both  an  honor  which  we  appreciate  and  a  great  favor 
which  is  of  special  benefit.  Coming  to  us  at  this  time,  when 
our  people  are  awakened  and  interested  in  this  most  import- 
ant subject,  it  will  be  of  great  aid  and  assistance  both  in  giving 
impetus  to  the  movement  as  well  as  assisting  materially  in  solv- 
ing this  vexing  and  difficult  problem.  This  conference  will, 
indeed,  be  of  much  service  and  benefit  to  our  people.  May  I 
thank  you,  too,  for  your  generous  invitation  to  read  this  paper. 

If,  in  the  discussion  of  this  question,  the  Indiana  situation 
may  color  too  strongly  such  remarks  as  may  be  made,  your  in- 
dulgence is  sought  for  the  reason  that  what  may  be  said  will 
be  more  or  less  apropos  to  the  subject  as  well  as  the  familiarity 
of  the  writer  with  these  conditions. 

In  dealing  with  this  question  it  would  seem  of  small  benefit 
to  discuss  the  ideal  rather  than  the  practical.  You  gentle- 
men who  have  given  so  much  time  and  thought  to  the  subject 
of  taxation  in  its  varied  forms  are  keenly  aware  of  the  short- 
comings of  our  different  systems,  no  feature  of  which  stands 
out  more  prominently  than  the  assessor;  and  we  would  prob- 
ably agree,  could  the  question  be  determined  by  this  conven- 
tion, upon  an  ideal  plan  which  would  be  productive  of  satis- 
factory results  if  put  into  effect  and  properly  enforced.  But 
we  must  take  into  account  that  which  can  be  done  under  our 
political  institutions,  and  anchor  ad  ion  upon  a  stable  basis,  if 
possible,  which  may  withstand  the  attack  of  changing  senti- 
ment  and  conditions. 

The  assessor  occupies,  perhaps,  as  unenviable  a  position  as 
an  officer  as  any  of  our  public  servants.  The  hangman  is  the 
only  one  which  occurs  to  mind  to  be  in  a  worse  situation. 

Abused  and  disliked  almost  as  much  as  his  ancient  collateral 
ancestor — the  publican — he  is  blamed  by  the  individual  whose 
property  he  lists  and  condemned  by  the  body  politic  for  lax 
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enforcement  of  law  as  well  as  favoritism.  From  the  moment 
of  qualifying  he  faces  an  army  of  enemies  and  a  sea  of  trouble. 
And  if  he  boldly  girds  about  him  the  armor  of  the  law  and 
sallies  forth  with  bold  determination  he  quickly  discovers 
"the  sword  of  Damocles"  suspended  over  his  personal  future. 
He  is  confronted  by  fear  and  unsupported  by  real  public- 
opinion.  He  is  charged  with  a  serious  responsibility  and 
manacled  by  impossible  conditions.  If  he  enforced  the  law 
in  this  state,  wreck  and  ruin  would  follow  in  his  path. 

Here  in  Indiana,  if  he  set  his  foot  behind  the  bank  counter, 
that  institution  as  a  commercial  enterprise  Mould  cease  to 
exist  and  the  stampede  of  depositors  would  outdo  the  memor- 
able record  of  1893.  If  he  were  to  investigate  who  are  the  true 
holders  of  mortgage  security  he  would  drive  millions  of  dollars 
from  the  state  and  send  up  the  interest  rate.  If  he  were  to  as- 
sess corporate  property  at  its  real  value  he  would  create  many 
fat  receiverships.  •  If  he  were  to  list  the  real  value  of  stocks  of 
goods  he  would  decrease  competition  by  the  number  of  mer- 
chants forced  out  of  business,  or  further  increase  the  high  cost 
of  living.  If  he  were  to  put  upon  the  duplicate  the  ' '  true  cash 
value"  of  lands  and  improvements  (as  well  as  other  prop- 
erty) he  would  destroy  the  income  value  of  millions  of  these 
investments  and  send  values  toward  "Davy  Jones's  locker". 
If  he  wrere  to  institute  an  inquiry  into  the  vast  amount  of  in- 
tangible property  he  would  start  an  exodus  of  citizens  of 
Indiana  to  homesteading  in  other  states. 

For  bear  in  mind  that  the  old  notion  that  the  larger  the 
duplicate  the  less  the  taxes  has  been  lost  in  this  progressive 
age  and  has  given  way,  under  our  spendthrift  public  notions 
and  our  obvious  tendency  toward  patriarchal  government,  to 
the  practical  result  that  the  higher  the  assessment  the  higher 
the  taxes. 

And  why  1 

Because  in  creating  the  assessor  laws  have  been  enacted  for 
his  guidance  and  for  him  to  enforce  which  are  largely  im- 
practical or  which  have  been  so  at  variance  with  conditions 
that  carrying  them  into  effect  would  be  destructive. 

We  have  clung  in  Indiana  to  the  general  property  tax  as  the 
sole  and  only  measure  of  taxation  and  are  now  reaping  a  fine 
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harvest  of  its  necessary  results.  Under  this  ad  valorem  system 
about  all  the  property  now  left  upon  the  tax  roll  is  tangible, 
and  soon  it  will  happen  that,  between  exemptions  and  seques- 
tration, the  term  intangible  will  be  obsolete  as  applicable  to  this 
state.  As  it  is  today,  outside  the  assessment  upon  the  stock 
of  banking  institutions,  there  is  no  considerable  class  of  in- 
tangible property  on  the  duplicate  and  the  burden  of  taxation 
is,  therefore,  upon  that  which  has  form  and  substance. 

Our  tax  rates  have  increased  until  the  general  average  is 
more  than  three  per  cent,  while  our  cities  approximate  $3.75 
per  $100  upon  the  average,  a  considerable  number  being 
over  five  per  cent,  and  one  a  slight  fraction  under  six  per 
cent;  six  cities  selected  from  various  parts  of  the  state  as 
representative  showed  an  advance  of  more  than  40  per  cent  in 
eight  years.  Thus  has  there  been  created  a  condition  impos- 
sible to  the  investment  of  cash  capital  if  put  upon  the  assess- 
ment roll — for  five  and  six  per  cent  money  will  not  reside  with 
such  rates.  And  this  the  assessor  has  been  compelled  to 
recognize. 

That  it  has  been  recognized  is  shown  by  the  astonishing 
fact  that  during  a  recent  three-year  period  the  assessed  value 
of  personal  property  lost  $18,000,000.  But  to  save  the  state 
and  its  subdivisions  from  financial  discredit  in  the  same  period, 
the  assessor  added  $160,000,000  to  lands,  lots,  and  the  improve- 
ments thereon.  Thus  lias  the  assessor  largely  borne  the  bur- 
den of  the  situation  and  done  the  only  practical  thing  at  hand. 

The  state,  too,  lias  officially  added  to  his  burdens.  Some 
years  ago  it  began  to  create  a  new  policy — that  of  exemptions. 
By  a  succession  of  enactments,  under  various  pretexts,  it  has 
succeeded  in  eliminating  about  10  per  cent  of  the  total  value 
of  the  tax  duplicate  of  the  state.  The  $700  mortgage  exemp- 
tion law,  aided  somewhat  by  fraud,  furnishes  about  $63,000,- 
000;  gravel  road  bonds  about  $42,000,000,  with  increasing 
maximum,  and  school  and  municipal  bonds  the  remainder.  So, 
in  a  few  years,  by  a  policy  indefensible  under  the  theory  of  the 
general  property  tax  system,  has  this  vast  sum  been  elimin- 
ated. This  policy  is  insidious  for,  from  a  comparatively  small 
beginning,  it  has  been  extended,  and  further  inroads  are  to  be 
expected.     There  is  little,  if  any.  justification  in  equity  for  any 
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exemptions  whatever,  save  public  property,  and,  in  the  strict- 
est construction,  church  and  other  property  used  solely  for 
eleemosynary  purposes.  Besides,  it  furnishes  the  basis  for 
very  liberal  constructions  concerning  other  exempted  prop- 
erty, as  is  evidenced  by  the  vast  amount  of  preferred  stock 
held  non-taxable  in  the  hands  of  the  holder. 

However,  in  its  justification  be  it  said,  that  these  and  other 
methods  unnecessary  to  mention  keep  the  money  at  home. 
And  the  assessor,  having  the  responsibility  of  placing  enough 
upon  the  duplicate  to  pay  the  bills,  charges  it  to  what  he 
can  see. 

I  will  not  burden  your  patience  with  further  illustration 
of  the  Indiana  tax  problem,  which  the  assessor  is  doing  his 
best  to  handle.  It  is  clearly  apparent  that  we  have  a  tax  rate 
already  so  high  that  ordinary  forms  of  investment  of  cash 
capital  returning  five  per  cent  and  six  per  cent  cannot  pay  it — 
so  it  must  escape  or  leave.  By  the  exemption  laws  and  other- 
wise it  largely  escapes.  To  solve  this  difficulty  the  assessor 
has  adopted  his  only  apparent  remedy.  The  tax  rate  is  in- 
creasing rapidly.  If  it  continues  many  forms  of  tangible 
property  will  be  unable  to  pay.  What  will  he  then  do  ?  Un- 
less the  law  is  changed,  this  must  be  left  to  his  future  in- 
genuity to  solve. 

And  in  this  connection  I  trust  you  will  pardon  the  observa- 
tion that  in  relief  of  the  situation  there  must  be  recourse  to 
additional  methods  of  raising  revenue.  Especially  is  this  true 
unless  public  expenditures  from  taxes  collected  are  curtailed. 
Prominent  among  these  might  be  mentioned  the  income  tax 
and  the  inheritance  tax.  There  is  an  additional  reason  why 
this  should  be  done  promptly  and  without  delay.  The  federal 
government,  to  meet  its  revenue  requirements,  has  already 
seized  upon  the  one  and  will  soon  upon  the  other.  These 
forms  of  taxation  belong  to  the  state  at  least  equally  with  the 
nation.  But  if  the  states  are  to  preserve  them  as  valuable  tax- 
ing assets  they  must  act  promptly  before  these  sources  are 
exhausted.  Besides,  it  is  perhaps  a  violent  presumption,  but 
not  without  the  scope  of  possibility,  that  centralization  of  gov- 
ernment may  come  through  the  seizure  of  the  main  sources  of 
taxation  and  result  in  reducing  state  and  local  administration 
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to  mere  departments  for  the  settlement  of  purely  domestic  af- 
fairs. The  power  of  taxation  is  the  most  potent  and  far- 
reaching  institution  of  government. 

T  have  dwelt  upon  the  Indiana  situation  as  a  concrete  illus- 
tration of  the  problems  confronting  the  assessor,  and,  while 
not  regarding  him  by  any  means  without  fault,  yet  to  show 
that  he  is  largely  the  victim  of  conditions  created  by  the  ap- 
plication of  insufficient  and  inefficient  law  to  economic  condi- 
tions. While  different  situations  obtain  in  other  states  it  is  to 
be  presumed  that,  generally  speaking,  the  average  of  asses- 
sors is  about  the  same.  It  has  been  the  observation  of  the 
writer  that  the  assessor  is  principally  burdened  with  the  neces- 
sity of  obtaining  such  an  assessment  as  will  produce  the  rev- 
enue necessary  to  take  care  of  the  obligations  of  his  com- 
munity and  how  to  do  this  under  the  conditions  is  his  constant 
thought. 

I  have  felt,  since  first  becoming  interested  in  the  subject, 
that  administration  is  of  vital  importance — in  fact  fundamen- 
tal. That  this  is  very  lax  there  can  be  no  dispute.  The  first 
essential,  however,  is  to  pass  a  practical  and  efficient  law  as 
to  taxation  other  than  the  administrative  features,  for  this 
would  seem  quite  as  much,  or  rather  very  much  more  the 
occasion  of  most  of  the  difficulties,  rather  than  the  perverse- 
ness  or  weakness  of  the  assessor. 

The  often  suggested  method  of  his  appointment  by  the  gov- 
ernor,  by  some  state  commission,  or  other  central  authority, 
would  result,  sooner  or  later,  in  wedding  him  to  politics  rather 
than  securing  a  divorce.  Nothing  is  more  characteristic  of 
polities,  nor  a  greater  necessity  to  a  successful  machine,  than 
patronage.  This  is  a  foundation  rock,  and  to  wield  such  a 
tremendous  power,  both  as  to  appointments  as  well  as  the  per- 
sonal control  of  the  administration  of  the  taxing  system  which 
would  follow  of  necessity,  would  not  be  long  overlooked  by 
the  bright  and  designing  statesman.  Much  better  leave  him 
as  he  is — the  product  of  the  community. 

Much,  too,  has  been  urged  in  favor  of  the  plan  of  appoint- 
ing assessors  under  a  civil  service  system.  While  this  com- 
mends itself  at  once  as  ideal,  yet  it  is  a  serious  question  as  to 
whether  the  standard  of  state  governments  and  public  opinion 
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locally  would  either  adopt  or  sustain  such  an  arrangement.  If 
this  theory  eould  be  successfully  executed  and  cordially  sup- 
ported, it  would  come  the  nearest  to  solving  the  difficulty,  but 
that  is  extremely  doubtful.  I  would  not  have  you  gather  any 
impreasion  that  I  am  opposed  to  this  solution — quite  the  con- 
trary. But  I  doubt  the  feasibility  of  its  adoption.  More- 
over, local  communities,  as  well  as  individuals,  would  probably 
strongly  resent  both  the  surrender  of  this  power  to  elect  their 
own  assessor  as  well  as  the  stranger  coming  in  and  invoicing 
their  property.  There  is  a  strong  aversion  especially  to  the 
latter  method. 

If  first  a  workable  tax  law  is  adopted,  a  state  taxing  board 
or  commission  should  be  created  large  enough  and  with  suffi- 
cient power  over  both  the  official  acts  and  tenure  of  office  of 
the  local  assessor.  It  should  also  have  full  jurisdiction  to 
review  or  change  his  assessments  upon  its  own  motion,  together 
with  such  other  authority  as  would  give  it  full  power  of  super- 
vision and  enforcement  of  its  requirements.  Let  the  local  as- 
sessor be  under  its  observation  and  direction  and  allow  him 
to  hold  his  place,  if  competent,  for  such  a  length  of  term  as 
may  make  for  the  best  efficiency. 

The  state  board  or  commission  should  be  non-partisan  in  its 
organization.  The  difficulty  is  not  so  much  with  the  assessor, 
as  it  is  with  the  law  and  public  sentiment.  Much  of  the 
trouble  is  inefficiency  and  this  is  largely  due  to  lack  of  com- 
petent and  forceful  leadership.  This  is  exemplified  in  all  un- 
dertakings of  life.  The  successful  business  is  to  be  attributed 
to  some  strong  character  at  the  head  of  its  affairs.  It  is  well 
known  that  a  poor  body  of  soldiers  becomes  a  splendid  or- 
ganization under  the  proper  officers,  while  the  best  material 
goes  to  pieces  under  poor  ones.  So  would  it  be  with  the  as- 
sessor. If  he  had  competent  and  forceful  authority  over  him 
leading  the  way.  lie  would  soon  become  a  very  competent  offi- 
cial if  he  has  average  ability.  If  such  quality  is  lacking,  then 
his  place  should  be  supplied  with  another. 

The  key  to  the  whole  situation  is  in  having  a  good  law  and 
a  strong  state  board  back  of  it.  With  these,  both  your  as- 
sessor would  render  service  commensurate  with  his  responsi- 
bility, and  public  opinion,  so  essential  in  the  enforcement  of 
law,  would  be  strengthened  and  sustained.  And  last,  but  not 
least,  pay  this  much-abused  official  sufficiently. 
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Mr.  W.  H.  Hart,  of  Indiana :  I  did  not  expect  to  enter  into 
the  discussion  of  this  question,  although  Indiana  seems  to  be 
the  curtain-raiser  for  the  program  that  is  to  follow.  It  was 
my  privilege  during  the  Pan-American  year,  when  this  In- 
diana law  was  in  its  infancy  so  to  speak,  to  attend  a  tax  con- 
ference at  Buffalo.  I  think  it  was  probably  an  unorganized 
organization ;  at  least  it  did  not  have  the  pretension  of  this 
conference.  The  virtues  of  the  Indiana  law  were  explained 
by  our  attorney,  general  then,  as  noAv.  The  same  questions 
were  being  discussed  that  we  have  been  discussing  this  eve- 
ning, and  will  be  discussed  on  the  other  days  of  this  confer- 
ence. The  law  from  Indiana  was  received  with  loud  acclaim. 
It  had  been  a  success  so  far  as  it  had  experience,  and  I  re- 
member when  coming  liome  that  our  state  tax  board  had  an 
extra  edition  of  the  laws  printed  and  I  think  they  were  sent 
practically  to  every-  state  in  the  Union.  I  have  been  a  member 
of  the  Indiana  State  Tax  Board  for  eight  years.  I  am  filling 
now  probably  temporarily  an  unexpired  term.  I  do  not  share 
in  the  opinion  that  the  state  tax  law  of  Indiana  is  a  failure. 
I  do  affirm  that  what  defects  have  come  to  the  surface  in  the 
state  tax  law  have  been  because  of  its  administration.  All 
tax  laws  will  fail  if  they  are  not  administered  according  to 
law.  I  share  in  the  opinion  of  my  friend  Professor  Rawles  as 
to  the  virtues  of  the  income  tax.  I  doubt  whether  it  could  be 
adopted  in  Indiana — it  has  been  adopted  virtually  in  Wiscon- 
sin— for  the  fear  of  administration.  But  be  that  as  it  may,  I 
contend  here  and  now,  although  the  sentiment  of  previous 
conventions  and  the  thought  of  this  convention  and  scholastic 
thought  upon  taxation  matters  is  that  a  general  property  tax 
is  a  failure,  that  it  has  not  been  a  failure  in  Indiana  where  it 
lias  been  given  a  fair  chance. 

Take  this  matter  of  sequestration.  In  this  county  alone  in 
the  last  two  years  there  has  been  placed  on  the  duplicate  five 
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million  dollars  of  taxables  sequestered.  There  has  not  been  a 
prosecution  for  perjury.  Would  the  United  States  govern- 
ment stand  for  a  thing  of  that  sort?  I  have  seen  on  the 
streets  of  Indianapolis  contentions  between  rioting  men  dur- 
ing strikes  where  violence  was  being  used  and  passions  were 
aroused ;  the  United  States  mail  wagon  appeared  in  sight  and 
those  men  parted  and  gave  way.  Why?  The  United  States 
was  on  that  wagon.  If  the  taxing  officers  of  Indiana  had 
done  their  duty  from  the  moment  this  tax  law  was  inaugu- 
rated into  the  fiscal  system  of  this  state  there  would  have  been 
no  failure.  The  tax  board  of  this  state  has  simply  advisory 
powers.  There  is  nothing  cheaper  in  all  lands  than  advice. 
I  know  philanthropists  who  give  to  charity  nothing  but  ad- 
vice. This  state  tax  board  ought  to  have  something  more 
than  advisory  powers.  It  ought  to  have  powers  over  town- 
ship assessors  and  county  assessors.  It  has  some  homeopathic 
powers  over  county  assessors,  but  it  ought  to  have  the  power 
my  friend  Sims  has  said ;  we  ought  to  have  a  corps  of  asses- 
sors that  are  selected  upon  merit,  and  they  ought  to  be  paid 
like  men  of  merit — the  assessor  in  every  state  in  the  Union 
could  make  more  money  on  the  section  and  probably  ought  to 
be  there.  If  this  law  had  been  given  the  chance  that  any 
other  law  has  been  given,  it  would  have  sustained  itself;  and 
it  has  sustained  itself  more  than  most  laws  would  have  been 
sustained  with  the  same  measure  of  support.  Now  the  asses- 
sor has  been  larruped  here  this  evening;  at  Buffalo  I  heard 
him  get  the  cat-o  '-nine-tails,  just  the  same  as  here.  In  states 
which  have  adopted  this  progressive  legislation,  with  the  ex- 
ception of  Wisconsin,  the  burden  of  conference  meetings  has 
been  to  get  the  assessors  to  do  their  duty.  You  cannot,  in  my 
judgment,  form  any  sort  of  tax  law  having  these  special  fea- 
tures that  have  been  spoken  of  and  get  very  far  from  the 
basic  features  of  a  general  property  tax. 

Take  our  board  of  review.  It  has  a  great  power  when  it  is 
legitimately  used.  To  use  the  words  of  the  ubiquitous  Colonel, 
there  are  too  many  pussy  footers  among  them.  They  do  not 
do  their  duty,  and  where  men  will  not  do  their  duty  what  is 
the  result  of  the  administration  of  the  law?  It  is  not  the 
fault  of  the  law.    If  everv  man  sworn  to  do  his  duty  had  to 
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go  before  Judge  Anderson  of  the  federal  court  and  make  such 
oath,  and  then  failed  to  do  his  duty,  he  would  get  what  is 
coming  to  him.  Now,  what  I  plead  for  in  Indiana  is  better 
conditions.  We  cannot  get  better  conditions  under  our  con- 
stitution. We  must  have  a  constitutional  convention,  or  else 
constitutional  amendments  that  will  admit  whatever  is  best 
in  the  many  forms  which  have  been  suggested.  We  will  not 
get  a  constitutional  convention  in  Indiana  in  twenty-five 
years,  I  do  not  care  how  bad  the  tax  situation  becomes,  until 
we  have  a  special  election  in  order  that  the  people  may  vote 
on  that  directly.  The  liquor  interests  and  the  liberal  inter- 
ests of  this  state  would  not  support  it — they  would  not  sup- 
port it  if  they  could — but  they  will  use  their  influence  against 
it  when  there  is  a  call  for  constitutional  amendment  at  a  gen- 
eral election,  and  I  can  tell  you  the  reason  why.  They  know 
that  on  the  direct  issue  of  a  constitutional  convention  in  this 
state  it  would  carry  by  50,000.  Under  our  law  or  constitu- 
tion, in  order  for  a  general  election  to  carry  it  would  have  to 
get  a  majority  of  votes.  There  are  thousands  of  voters  who 
do  not  think  enough  about  this  important  question  to  vote, 
and  consequently  it  is  always  lost.  And  so,  for  fear  that  a 
constitutional  convention  would  carry,  somehow  or  other  the 
legislature  has  never  given  us  the  power  to  vote  at  a  special 
election,  and  the  reason  is  that  the  liberal  and  liquor  interests 
are  afraid  of  woman  suffrage  and  prohibition. 

At  the  last  legislature  the  state  board  of  tax  commissioners 
had  introduced  three  or  four  bills  that  would  have  given 
power  sufficient  to  make  a  very  material  change  in  the  admin- 
istration of  this  law.  The  most  homeopathic  measure  of  those 
proposed  by  the  state  board  of  tax  commissioners  had  a  peace- 
ful journey  through.  The  others  were  held  up  viciously,  and 
persistently  imprisoned  in  the  pigeon-hole  until  the  last  few 
days  of  the  session  and  then,  at  the  behest  of  the  special  in- 
terests, they  died  and  passed  to  that  sleep  that  knows  no 
waking.  I  am  violating  no  confidence  when  I  say  that  if  the 
just  and  courageous  governor  of  this  state  had  known  the 
situation  he  would  have  sent  a  special  message  to  the  legis- 
lature demanding  or  requesting,  suggesting  in  his  official  way, 
that  those  very  important  amendments  be  brought  out  to  see 
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the  light  of  day.  I  do  not  believe  that  tax  conditions  under  a 
general  property  tax  anywhere  are  so  wretched  that  we  ought 
to  call  in  the  troops  or  organize  a  Boston  Tea  Party.  This 
Indiana  law  has  been  fought  to  the  supreme  court  on  every 
proposition  affecting  the  assessment  of  corporate  property. 
It  never  lost  a  battle.  Without  a  constitutional  amendment 
the  passage  of  any  law  by  the  legislature  would  come,  in  my 
judgment,  very  seriously  in  contact  with  the  proposition  that 
it  might  be  unconstitutional.  This  law  with  proper  enforce- 
ment is  workable.  If  we  had  assessors  who  were  free  from 
politics — the  curse  of  public  business ;  if  we  had  men  selected 
for  merit  and  if  we  paid  for  men  of  merit ;  if  we  had  a  board 
of  review  in  every  county  that  was  bold  and  courageous  and 
did  not  pussyfoot  around  looking  for  pull  and  personality 
and  politics,  we  would  have  different  results.  I  think  I  know 
what  I  am  talking  about  when  I  say  that  there  is  not  this 
wide  discrepancy  in  the  averages  that  go  with  the  much 
abused  term  "equalization,"  as  heralded  about.  I  did  not 
expect  to  say  anything.  I  was  present  at  the  birth  of  this 
law.  It  was  written  by  one  of  Indiana's  most  distinguished 
jurists,  who  passed  away  a  few  days  ago,  and  I  think  the  state 
of  Indiana  should,  for  his  services  as  one  of  the  justices  of 
our  supreme  court  and  for  the  writing  of  this  law,  erect  a 
memorial  on  the  beautiful  grounds  of  Notre  Dame  Institute, 
an  institution  he  loved  so  well.  I  do  not  care  what  sort  of 
statute  you  pass,  you  will  in  time  have  the  objections  that  this 
or  any  other  statute  has. 

General  property  tax  seems  to  be  in  such  bad  odor  now 
that,  with  many  theorists,  it  is  a  death  warrant  to  propose  it. 
But  I  believe  firmly  in  the  principle  of  the  general  property 
tax.  Conditions  may  have  outgrown  it,  but  the  law  should 
be  amended  to  conform  to  the  conditions.  It  has  been  said 
again  and  again,  educate  the  whole  community.  If  you  will 
prosecute  perjury  just  as  the  United  States  government  does, 
you  will  have  a  more  wholesome  respect  for  the  law  pertain- 
ing to  sequestration  of  property.  A  few  years  ago  a  very 
large  taxpayer,  a  prominent  citizen  in  one  of  our  southern 
counties,  appealed  to  the  tax  board  that  his  personal  assess- 
ment was  not  just,  and  when  he  came  before  the  board  it  was 
7 


98  NATIONAL  TAX  ASSOCIATION 

apparent  that  he  had  sequestered  probably  fifteen  or  twenty 
thousand  dollars  of  mortgages  owned  in  the  state  of  Illinois. 
He  appeared  before  the  board.  The  board  very  promptly 
ratified  the  action  of  the  assessor  and  the  board  of  review  of 
the  county  below.  The  late  Governor  Mount  was  president 
of  the  board.  He  said:  "You  are  a  substantial  citizen,  a 
man  of  wealth;  you  made  oath  to  that  affidavit.  Why  didn't 
you  answer  that?  Why  did  you  commit  perjury?  Why 
didn't  you  answer  that  assessment  as  you  ought  to  have  done 
under  your  oath  ? ' '  He  studied  a  moment,  then  said :  ' '  Gov- 
ernor, to  tell  you  the  truth,  I  did  not  think  it  was  anybody's 
blankety-blank  business."  That  man  went  home  and  made 
an  honest  return  for  a  year  or  two ;  then  the  assessor  found 
property  in  Illinois,  which  was  on  the  border  of  the  county. 
He  went  to  work  and  put  him  on  for  the  mortgages  discov- 
ered in  Illinois.  The  prosecuting  attorney  got  after  him  and 
indicted  him.  They  fined  him  $2,500,  and  that  man  never 
again  tried  to  sequester  a  dollar  up  to  the  day  of  his  death. 

I  do  not  care  what  kind  of  tax  law  you  adopt,  if  you  do 
not  give  it  the  proper  enforcement  you  are  going  to  have  a 
failure.  I  see,  in  reading  over  the  conference  reports  in 
other  states  where  they  have  adopted  this  progressive  legisla- 
tion, they  still  put  the  gaff  to  the  assessor  about  provisions  in 
the  law  that  provide  for  full  cash  values.  They  tell  them 
that  this  thing  must  not  go  on  any  more  and  all  that,  threat- 
ening them  like  mad  all  the  time.  I  saw  a  circular  from  the 
stat.-  of  Maryland  last  week.  I  considered  it  a  thoughtful 
document,  and  the  principle  of  it  was  that  assessors  must  do 
their  duty.  Maryland  is  a  progressive  state.  Ohio  is  a  pro- 
gressive state.  I  never  heard  a  more  caustic  criticism  on 
modern  law  or  modern  features  of  the  law  than  the  state 
auditor  gave  in  his  last  annual  report  in  the  state  of  Ohio. 
You  cannot  without  proper  administration  administer  any 
law.  I  am  here  to  defend  and  uphold  the  Indiana  law.  It 
has  served  its  purpose  faithfully  and  well  up  to  the  measure 
of  administration.  Administer  the  law  with  officials  who  will 
respect  their  oath.  Given  this  law  with  agencies  to  carry  it 
out,  that  have  the  merit  to  do  it,  that  have  a  working  knowl- 
edge of  the  law,  and  that  are  free  from  the  baneful  influences 
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of  pull,  personality,  and  politics,  and  you  are  going  to  have  a 
much  different  result.  I  recognize  what  Professor  Rawles  has 
said;  I  agree  with  him  heartily  in  the  Wisconsin  idea.  The 
truth  is,  I  admire  very  much  the  altruistic  features  of  the 
Henry  George  theory;  but  I  think  in  both  of  them  you  will 
have  to  have  a  campaign  of  education,  certainly  in  the  Henry 
George  theory.  But  what  I  plead  for  is  this,  that  any  law 
which  this  convention  may  adopt  must  depend  upon  its  ad- 
ministration. Dr.  Ely  was  not  far  off  when  he  said:  "He 
who  hopes  a  perfect  tax  to  see,  hopes  for  what  is  not  and 
never  will  be." 

Mr.  A.  E.  James,  of  New  Mexico:  I  listened  with  a  great 
deal  of  interest  to  Mr.  Rawles'  paper  outlining  a  possible  tax 
on  incomes  for  Indiana,  which  follows  in  all  its  substantial 
details  the  Wisconsin  law.  I  would  be  the  last  to  detract  in 
any  way  from  the  wonderful  pioneer  work  Wisconsin  did  in 
an  income  tax,  but  it  has  always  seemed  to  me  that,  in  some 
features  at  least,  important  mistakes  were  made,  mistakes 
which  go  to  the  very  fundamentals  of  the  thing  that  an  in- 
come tax  ought  to  accomplish;  namely,  the  taxation  of  the 
person  on  the  basis  of  the  income  that  he  enjoys.  I  refer 
particularly  to  the  taxation  of  corporations  feature  of  the 
Wisconsin  law.  At  the  present  time  substantially  60  per  cent 
of  the  Wisconsin  income  tax  is  assessed  not  on  individuals, 
but  on  corporations,  is  assessed  not  on  the  basis  of  ability  to 
pay,  but  is  an  excise  upon  corporation  earnings,  net  earnings 
if  you  please ;  but  it  bears  absolutely  no  relationship  to  the 
earnings  of  the  individuals  who  put  up  the  capital  to  finance 
those  corporations.  The  individual  may  own  stock  in  a  Wis- 
consin corporation  which  is  subject  to  the  maximum  rate 
under  the  law,  six  per  cent,  or  approximately  that,  he  may 
not  have  a  taxable  income  under  that  law  at  all,  and  yet  he 
will  be  forced  to  contribute  his  proportionate  part  of  the  in- 
come tax  in  that  state. 

Furthermore,  the  Wisconsin  income  tax  is  a  long  way  from 
a  solution  of  our  tax  problems  in  the  broader  sense.  The 
maximum  amount  assessed  there  is  about  four  millions  of  dol- 
lars out  of  a  tax  of  forty  millions  or  more.    It  is  a  solution  of 
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our  tax  on  intangible  property.  It  is  not  a  solution  of  our 
general  property  tax  problems.  The  Wisconsin  tax  provides 
for  the  exemption  or  substantial  exemption  of  the  tangible 
personal  property  of  all  persons  who  have  taxable  incomes. 
That  feature,  it  seems  to  me,  is  illogical.  It  grew  historically 
out  of  the  desire  entirely  to  exempt  tangible  personal  prop- 
erty. After  thinking  about  it  ever  since  that  law  went  into 
effect,  I  have  been  wholly  unable  to  see  —  and  I  know  Mr. 
Lyons  of  the  "Wisconsin  commission  feels  the  same  way — any 
difference  between  tangible  personal  property  and  any  other 
kind  of  property.  I  do  not  see  any  reason  for  exempting 
tangible  personal  property  if  we  are  adhering  to  the  principle 
of  a  personal  property  tax,  or  of  the  property  tax.  There  is 
a  clear  line  of  demarcation  between  tangible  and  intangible 
properties,  but  I  do  not  see  the  same  line  between  tangible 
personalty  and  tangible  real  property. 

Mr.  Nils  P.  Haugen,  of  Wisconsin :  You  have  reference  to 
the  offset  provisions? 

Mr.  James  :  Yes.  It  does  not  seem  to  me  that  the  income 
tax,  if  we  are  going  to  try  to  put  it  into  actual  practice, 
should  apply  to  anything  but  personal  income,  that  the  indi- 
vidual owner  of  the  corporation  should  be  assessed  for  every- 
thing that  he  gets,  by  corporate  return  or  otherwise,  but  that 
the  corporation  which  is  the  mere  intermediary  should  not  be 
subjected  to  the  corporate  income  tax,  thereby  making  the 
owner  of  the  corporation  pay  by  indirection  more  than  he 
would  pay  if  he  were  half  owner  or  part  owner  of  a  partner- 
ship. That  feature  of  the  Wisconsin  tax  has  always  seemetl 
to  me  illogical  and  unreasonable. 

The  other  provision,  that  is,  the  taxation  of  the  income  tax- 
payer on  all  his  income  within  the  state,  excepting  from  prop- 
erty located  without  the  state,  and  the  taxation  of  a  non- 
resident on  the  basis  of  his  property  located  within  the  state, 
seems  to  me  to  violate  the  rule  of  personal  taxation.  Professor 
Rawles  recognizes  that  and  says  there  is  a  combined  tax ;  but 
the  property  tax  meets  the  demand  for  the  taxation  of  prop- 
erty, so  why  should  you  undertake  to  make  the  income  tax 
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serve  two  functions  when  in  all  propriety  it  ought  to  serve 
only  one,  the  taxation  of  the  person  where  he  resides  and  to 
which  place  he  owes  his  economic  allegiance? 

Mr.  Lawson  Purdy,  of  New  York :  There  seem  to  be  in  the 
United  States  very  few  places  where  assessors  are  selected  by 
competitive  examination.  I  suppose  there  may  be  some  in 
attendance  here  who  do  not  know  that  in  the  city  of  New 
York  they  are  so  selected,  and  it  may  be  a  matter  of  encour- 
agement to  them  to  know  that  fact.  For  about  thirty  years 
assessors  in  the  city  of  New  York  have  been  selected  after 
competitive  examination,  and  the  law  requires  that  one  out 
of  the  first  three  who  are  rated  highest  in  the  examination 
must  be  appointed.  If  more  than  one,  three,  for  instance,  are 
to  be  appointed,  three  out  of  the  first  five  must  be  appointed. 
For  the  last  five  or  six  years  the  mayors  of  the  city  of  New 
York,  Mayors  Gaynor  and  Mitchel,  have  issued  executive 
orders  that  appointments  must  be  made  in  the  order  of  eligi- 
bility on  the  list — one,  two,  three — unless  reasons  appear  to 
be  very  strong  against  it,  and  then  only  after  the  personal 
approval  of  the  mayor.  No  such  approval  has  been  given  by 
the  present  mayor  for  appointments  in  my  department.  The 
result  is  that  in  the  main  skilled  men  are  appointed.  They 
are  under  no  fear  of  removal  so  long  as  they  do  their  work 
faithfully.  There  has  been  no  removal  in  at  least  ten  years 
for  any  cause  other  than  a  very  grave  dereliction,  and  those 
eases  have  been  exceedingly  few.  In  the  city  of  New  York 
there  are  about  100  men  holding  office  today  after  appoint- 
ment under  the  system  which  I  described.  I  should  think 
that  at  least  20  of  them  have  been  deputy  assessors,  as  we  call 
them,  for  twenty  years  or  more,  at  least  20  more  for  fifteen 
years  or  more,  and  fully  one-half  for  ten  years.  There  is  this 
to  be  said  about  those  men.  There  are  only  a  very  few  of 
them  who  are  delegated  to  that  distressing  task  of  attempting 
to  assess  persons  for  personal  property.  Most  of  them  are 
engaged  in  a  man's  job  of  assessing  real  estate. 
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Chairman  Phillips:  Gentlemen  of  the  Conference,  we 
will  come  to  order.  The  following  subjects  for  discussion  are 
suggested :  Selection  and  tenure  of  local  assessors ;  methods 
of  making  the  state  equalization ;  composition  of  the  equal- 
izing board,  whether  ex-officio  or  appointive ;  employment  of 
horizontal  increase  instead  of  variation  in  the  tax  rate  for 
state  purposes  among  the  local  units;  increase  of  local  and 
state  taxes ;  limit  of  levy  laws. 

There  is  one  other  subject  aside  from  those  mentioned  in 
the  program  here  which  I  hope  will  be  brought  up  and  it  is 
this,  the  method  of  determining  the  valuation  of  public  utili- 
ties and  of  distributing  that  valuation  to  the  local  units.  We 
have  had  much  trouble  in  Colorado,  and  there  is  at  the  pres- 
ent time  a  very  considerable  agitation  to  get  some  one  to  do 
this  assessing  and  distributing  of  the  valuation  of  corpora- 
tions other  than  on  a  main-line  basis  for  railroads.  That  is 
the  scheme  which  we  use,  and  which  we  think  the  law  re- 
quires; at  least,  that  is  the  way  the  law  has  been  construed 
by  the  present  attorney  general  and  two  others.  Now,  I  un- 
derstand that  in  a  number  of  states  entirely  different  methods 
of  distribution  are  in  use  and  I  think  it  would  be  profitable 
for  the  conference  to  have  the  benefit  of  the  experience  of 
some  of  the  other  states  in  this  particular.  It  so  happens  with 
us  that  a  mile  of  railroad  is  just  the  same  in  valuation  through 
the  terminals  in  Denver  that  it  is  away  out  by  the  Kansas- 
Nebraska  line.  The  consequence  is  that  those  people  out  in 
the  sparsely  settled  prairie  regions  like  that  valuation  out 
there,  as  it  forms  from  60  to  90  per  cent  of  a  number  of 
school  districts,  while  the  larger  cities,  especially  Denver, 
would  like  to  have  the  terminal  valuations  taken  into  consid- 
eration in  making  a  distribution  to  the  local  units. 

One  of  the  other  subjects  which  is  especially  important  is 
the  method  of  equalizing.     I  have  been  attending  these  con- 
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ferences  for  several  years  and  I  have  never  learned  to  my 
satisfaction  that  much  equalizing  is  done  in  a  number  of 
states,  and  if  any  is  done  just  what  method  is  used  in  con- 
ducting it.  In  Colorado  we  equalize  by  horizontal  increase  or 
decrease  to  each  item  of  valuation  on  the  assessment  roll  that 
has  been  fixed  by  the  local  assessor.  The  result  is  that  when 
the  100  per  cent  of  cash  value  which  our  law  requires — 
that  is,  full  cash  value — is  not  taken  by  the  different  assessors, 
increases  are  necessary.  Some  assessors  get  up  to  100  per 
cent  practically,  and  others  somewhat  below  it,  and  especially 
do  they  vary  on  different  items.  When  we  raise  a  county, 
say,  50  per  cent,  or  by  a  certain  amount,  the  percentage  of 
increase  is  the  same  on  each  item  and  some  of  that  property 
is  shot  up,  so  to  speak,  above  full  cash  valuation.  Now,  if 
any  very  considerable  number  of  property  owners  have  their 
property  raised  above  full  cash  value  by  the  horizontal 
method,  there  is  intense  opposition  and  complaint  and  we  are 
powerless  under  our  system  to  modify  the  rate  or  do  any- 
thing about  it.  I  personally  feel  that  the  horizontal  method 
of  equalizing  has  been  a  failure.  I  talked  with  the  secretary 
of  the  Michigan  Tax  Commission  and  he  said  they  used  the 
horizontal  method  some  years  ago  and  abandoned  it.  I  am 
sure  the  conference  would  like  to  hear  the  experience  of  states 
where  this  method  or  other  methods  of  equalizing  have  been 
used.  Some  one  told  me  they  did  not  equalize  at  all  in  cer- 
tain states.     Let  us  hear  about  this. 

The  limitation  of  tax  levies  has  been  mentioned  for  discus- 
sion here.  We  have  had  some  three  years'  experience  in  limit- 
ing levies.  Colorado  is  a  new  state.  Conditions  are  demand- 
ing increased  levies,  especially  for  schools.  Homesteaders  in 
the  eastern  half  of  the  state  want  new  schools  and  it  is  neces- 
sary to  have  some  modification  of  a  straight  blanket  limitation 
of  levy  law,  which  we  have.  We  have,  therefore,  found  it 
necessary  to  increase  the  levies  in  a  number  of  school  dis- 
tricts, or  allow  them  to  increase,  and  whether  or  not  this  in- 
crease is  justified  is  pretty  important  to  us.  It  has  seemed  to 
be  justified  in  a  large  number  of  cases,  and  I  have  sometimes 
thought  that  if  you  do  not  allow  the  tax  levies  to  increase 
considerably,  there  will  be  beggars  enough,  so  to  speak,  per- 
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sons  asking  for  voluntary  contributions  for  all  sorts  of  activ- 
ities, the  blind,  the  deaf,  and  the  mute,  the  various  denomi- 
national educational  institutions,  boosters'  clubs,  and  all  that, 
so  the  taxpayer  will  have  to  deliver  what  the  traffic  will  bear. 
If  the  state  is  not  there  taking  its  portion,  somebody  else  gets 
it.  I  simply  make  that  suggestion  as  it  has  been  made  to  me. 
Let  us  have  some  discussion  on  this  subject. 

The  conference  adjourned  last  night  while  yet  discussing 
the  method  of  selecting  assessors  and  their  tenure  of  office. 
A  resolution  was  introduced  at  the  conference  in  Denver 
stating  practically  the  same  as  Professor  Adams'  resolution 
last  night,  that  the  sense  of  the  conference  was  that  these 
assessors  should  be  appointed.  Another  resolution  was  in- 
troduced at  the  conference  in  San  Francisco  to  the  same 
effect.  Both  of  those  resolutions  were  voted  down.  It,  there- 
fore, seems  proper  for  us  to  have  something  more  to  say  on 
this  subject  before  we  take  up  anything  else.  The  conference 
is  now  open. 

Mr.  Newton  M.  Taylor,  of  Indiana:  Continuing  the  dis- 
cussion of  last  evening  on  the  subject  of  township  asses- 
sors, I  fully  agree  with  Judge  Orbison's  conclusion  that  the 
township  assessor  is  going  and  that  we  should  hasten  his 
going.  In  the  language  of  the  printers,  I  think  he  ought  to 
be  killed.  His  offenses  are  numerous  and  they  smell  to 
heaven,  and  he  should  be  hung  as  high  as  Haman.  We  should 
have  no  township  assessors.  So  far  as  this  state  is  concerned, 
I  would  prefer  a  county  assessor  and  no  township  assessor. 
I  would  prefer  that  the  county  assessor  should  be  elected  for 
four  years  and  that  he  should  be  a  householder  and  a  free- 
holder. I  would  prefer  a  law  which  would  require  the  deputy 
assessors  (who  would  be  appointed  by  the  county  assessor) 
also  to  be  resident  freeholders  and  householders.  That  would 
guarantee  us  against  the  ward  politician  who  never  paid  any 
taxes  being  among  the  list  of  our  deputy  assessors.  I  believe 
that  these  deputy  assessors  should  serve  for  the  entire  four 
years  unless  removed  for  cause,  so  that  we  will  get  the  benefit 
of  their  experience  as  they  go  along  each  of  the  four  years. 
I  was  very  much  pleased  last  evening  when  Colonel  Hart 
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commended  our  Indiana  tax  law,  as  prepared  by  Judge  Tim- 
othy Howard.  It  is  in  conformity  with  our  state  constitu- 
tion, which  requires  that  all  property,  real  and  personal,  shall 
be  assessed  for  taxation  at  a  uniform  rate.  I  believe  that  that 
clause  of  our  constitution  is  right.  I  believe  we  do  not  need 
any  change  in  our  constitution  upon  the  subject  of  taxation. 
I  believe  that  our  Indiana  tax  laws  as  prepared  by  Judge 
Howard  are  in  the  main  right,  and  I  believe  that  that  great 
tax  law  of  1891  is  the  permanent  monument  to  Judge  How- 
ard. Mr.  Hart  spoke  about  a  monument  being  erected  in  his 
honor  at  Notre  Dame,  but  that  law  is  the  best  monument 
Judge  Howard  can  ever  have.  Now,  I  believe  in  the  general 
property  tax,  and  the  personal  property  tax  mentioned  in  our 
constitution  and  our  statute  also  includes  all  intangible  prop- 
erty. That  should  be  taxed  as  well  as  tangible  property,  and 
we  can  do  it.  If  we  have  the  proper  machinery  and  honest 
assessors,  we  can  assess  intangible  property  to  a  greater  ex- 
tent. Not  all  of  it,  but  the  most  of  it;  enough  to  make  it  a 
success.  And  I  believe  especially  that  we  ought  to  follow  the 
suggestion  made  by  Colonel  Hart  last  night,  that  there  should 
be  more  affidavits  for  perjury  against  men  who  do  not  return 
their  intangible  property.  A  few  vigorous  prosecutions  along 
that  line  will  make  the  law  a  success.  But  I  believe  in  sup- 
plementing this  general  property  tax,  first,  by  the  inheritance 
tax,  which  we  have  in  this  state,  although  it  is  altogether  in- 
adequate, the  rates  being  entirely  too  low,  though  it  is 
probably  a  good  start.  Second,  by  the  income  tax  as  advo- 
cated by  Dr.  Rawles  last  night.  I  am  a  great  believer  in  the 
income  tax  and  I  am  a  great  believer  in  a  small  state  income 
tax  supplementing  the  federal  income  tax.  I  believe  that  any 
single  man  who  makes  as  much  as  $600  a  year  in  his  calling, 
no  matter  what  it  is,  should  pay  at  least  one  per  cent  of  it 
for  protection  while  he  is  making  that  amount  of  money,  and 
that  the  married  man  should  also  pay  for  his  protection  while 
he  is  making  anything  over  $800  or  $1,000  a  year. 

There  is  another  matter  I  desire  to  mention  briefly,  and 
that  is  the  poll  tax.  We  have  in  this  state  a  $2.00  poll  tax, 
but  it  is  not  being  enforced  as  it  should  be.  There  are  thou- 
sands of  men  voting  and  controlling  our  elections  and  our 


108  NATIONAL  TAX  ASSOCIATION 

primaries  who  would  not  know  where  to  find  the  treasurer's 
office  if  they  wanted  to  pay  a  little  tax,  and  who  never  did 
and  never  will.  There  are  thousands  of  them  who  never  will. 
A  short  time  before  his  death,  in  an  address  General  Har- 
rison called  attention  to  the  large  number  of  our  citizens  in 
Indiana  and  other  states  as  well  who  pay  no  taxes,  yet  con- 
trol our  elections  to  a  large  extent.  We  have  a  very  excellent 
law  in  this  state,  which  makes  it  a  misdemeanor  for  a  man  to 
fail  to  pay  his  dog  tax,  and  I  would  like  to  see  a  law  of  that 
kind  enacted  in  this  state  making  it  a  misdemeanor  for  a  man 
to  fail  to  pay  his  poll  tax;  and  I  would  make  it  the  duty  of 
the  assessor  to  be  especially  active  about  the  time  of  elections 
or  primaries  to  see  whether  or  not  the  men  who  are  about  to 
vote  have  paid  their  poll  tax  and,  if  not,  then  they  should  be 
prosecuted  to  the  limit  of  the  law. 

Mr.  Jacob  P.  Dunn,  of  Indiana :  I  am  a  member  of  the  In- 
diana commission  on  taxation.  My  only  excuse  for  speaking 
is  that  at  the  outset  here  I  would  like  to  have  this  conference 
get  a  little  clearer  idea  of  the  problem  in  Indiana,  as  I  see  it, 
than  has  been  presented.  I  do  not  want  to  rob  Judge  Howard 
of  any  laurels,  but  Judge  Howard  simply  prepared  the  law 
on  suggestions  that  were  furnished  to  him.  The  suggestions 
came  originally  from  Ely's  work  on  taxation.  I  was  state 
librarian  at  the  time.  I  got  that  book  and  thought  it  fur- 
nished a  remedy  for  Indiana,  and  induced  the  leading  Demo- 
cratic politicians  to  read  it,  and  the  tax  law  of  Indiana  was 
revised  for  the  special  purpose  of  securing  assessment  at  true 
cash  value.  That  was  the  one  central  object  of  the  tax  law 
of  1891.  The  tax  law  was  put  into  force,  or  rather  it  was  not 
put  into  force,  but  at  any  rate  put  onto  the  statute  books.  It 
has  not  been  enforced  for  a  minute  since  it  was  passed.  There 
has  not  been  a  tax  official  in  Indiana,  from  the  township 
assessor  to  the  state  board  of  tax  commissioners,  who  has  ever 
made  any  pretense  of  assessing  property  at  true  cash  value 
except  in  the  case  of  money  and  mortgages,  and  when  you 
come  to  the  average  assessor  on  assessing  money  or  mortgages, 
he  says,  ' '  Why,  you  cannot  assess  money ;  money  is  money ; 
one   hundred    dollars   is    one    hundred    dollars;    vou    cannot 
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assess  it."  He  has  an  idea  that  assessing  means  putting  the 
value  for  taxation  on  some  basis  different  from  the  real  value 
of  the  property.  Now  I  believe  that  the  real  trouble  with  the 
general  property  tax  everywhere  is  this  stupid,  idiotic  refusal 
of  tax  officials  to  enforce  the  law,  and  the  real  problem  is 
how  you  can  get  tax  officials  to  enforce  the  law.  How  are  we 
going  to  do  it  ?  People  have  talked  about  the  township  asses- 
sor here.  I  think  the  assessors  are  doing  just  as  well  as  any 
one  else.  You  say,  select  freeholders  and  property  holders, 
and  all  that.  Well,  we  have  selected  a  good  grade  of  men  for 
our  state  tax  board,  pay  them  good  salaries,  and  the  property 
assessed  by  the  state  tax  board  is  not  assessed  any  better  than 
it  is  by  the  township  assessor.  The  corporation  assessments 
in  Indiana  are  absolutely  ridiculous;  they  do  not  bear  any 
proportion  to  true  value  at  all.  They  do  not  make  any  pre- 
tence of  doing  it.  Now  they  come  from  the  outside  with 
remedies,  the  classification  tax,  the  income  tax,  and  all  that. 
It  reminds  me  of  an  old  minstrel  story  they  used  to  tell  about 
John  Smith,  a  man  of  great  presence  of  mind,  a  man  of 
remedy,  who  could  do  things  other  people  could  not  do.  One 
night  there  was  a  big  fire  in  the  town  and  the  fellow  de- 
scribed it  this  way:  He  said  there  was  a  fire  in  a  great  big 
building  and  the  lurid  flames  were  leaping  up  to  heaven,  and 
all  of  a  sudden  a  woman  appeared  at  the  fifth-story  window 
and  cried,  ' ' Save  me,  save  me!"  And  nobody  had  any  lad- 
ders to  reach  up  to  the  window.  They  were  all  horror- 
stricken,  didn't  know  what  they  were  going  to  do.  Some  one 
said,  "Make  way!  Here  comes  John  Smith,  the  man  of  great 
presence  of  mind. ' '  The  crowd  fell  back  and  John  advanced. 
He  looked  up  at  the  woman,  and  looked  at  the  crowd.  He 
said,  "Bring  me  rope."  John  swung  it  around  his  head  and 
threw  it  up  to  her ;  she  caught  it ;  and  he  pulled  her  down. 

Now,  take  your  remedies.  The  trouble  with  your  intangible 
property  is  not  that  it  is  not  paying  a  tax.  Your  New  York 
remedy,  or  Michigan  remedy,  or  Maryland  remedy  is  prac- 
tically to  exempt  it  from  taxation.  In  other  words,  these 
gentlemen  say  we  will  not  pay  any  more  tax  than  we  feel 
and  deem  necessary;  we  pay  one-half  of  one  per  cent  when 
we  record  the  mortgage  and  then  we  will  quit.     "We  will  do 
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that.  And  that  amounts  to  practical  exemption.  In  Indiana 
your  regular  tax  rate  averages  about  three  per  cent,  and  you 
get  your  mortgage  assessed  at  75  cents  on  the  dollar  where 
real  property  and  other  property  are  assessed  at  not  over  50' 
cents  on  the  dollar.  I  do  not  blame  the  mortgagee  for  kick- 
ing. The  trouble  is  the  underassessment  of  real  estate  and 
other  property,  and  that  is  what  you  have  to  cure  in  order  to 
make  people  believe  they  are  getting  a  fair  deal.  If  you  can- 
not get  that  remedied  you  cannot  get  anything.  You  come 
with  your  income  tax.  I  think  the  income  tax  is  the  right 
thing,  but  your  rate  is  too  low.  Professor  Rawles'  rates  are 
the  Wisconsin  rates.  He  proposed  a  tax  on  a  $5,000  income 
of  one  per  cent.  One  per  cent  of  $5,000  is  $50.  Fifty  dollars 
on  an  income  of  $5,000 :  what  does  that  mean  ?  Five  thou- 
sand dollars  income  in  this  state  means  the  income  on  $100,- 
000.  On  the  average  you  are  not  going  to  get  anything  better 
than  five  per  cent  net  in  Indiana,  and  the  proposition  to  pay 
$50  taxes  on  $100,000  of  property,  when  the  average  rate  is 
three  per  cent  or  $3,000 — why,  of  course,  a  man  would  be 
willing  to  pay  $50  on  $100,000  of  property.  That  is  another 
proposed  remedy. 

I  want  to  hear  some  remedy  suggested,  if  anybody  has  any, 
that  will  compel  the  tax  official  to  obey  the  law  and  perform 
his  sworn  duty.  I  do  not  think  it  is  necessary  to  hang  him, 
because  that  puts  him  out  of  the  running.  They  could  not 
enforce  the  law  after  they  were  hanged,  but  there  ought  to 
be  some  way,  imprisonment  or  fine.  I  suggested  this :  We 
have  a  tax  ferret  system  in  this  state.  The  state  usually  pays 
about  25  per  cent  of  the  taxes  recovered  to  the  taxpayer  who 
recovered  it.  I  suggested  to  some  capitalists  the  other  day 
that  we  go  out  of  the  tax  ferret  business  or  go  into  it  on  the 
wholesale,  and  provide  by  law  that  any  citizen  of  Indiana 
could  bring  suit  for  the  recovery  of  taxes  on  sequestered 
property  on  giving  bond  for  costs;  and  that  if  he  recovered 
he  could  recover  twice  the  amount  of  the  taxes,  one-half  to  go 
to  him  and  the  other  half  to  the  public,  where  it  belongs ;  and 
they  threw  up  their  hands  and  said  that  would  mean  utter 
ruin  and  desolation.  I  do  not  think  it  would.  I  think  there 
would  be  about  one  suit  brought  and  then  people  would  com- 
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inence  to  return  their  property,  and  tax  officials  would  com- 
mence performing  their  duty.  It  is  rather  a  drastic  proposi- 
tion, I  admit.  Possibly  it  might  be  classed  with  Draconian 
laws,  and  the  author  might  be  subjected  to  punishment  for 
it;  but  I  think  you  will  have  to  do  something  along  that  line. 

Mr.  Charles  C.  Gilbert,  of  Tennessee :  I  came  to  this  con- 
vention, Mr.  Chairman,  not  to  attempt  to  impart  knowledge 
but  to  get  information.  Down  in  the  good  state  of  Tennessee 
we  have  our  troubles  and  difficulties  akin  to  those  of  other 
states.  I  am  not  here  to  air  our  troubles  or  to  show  our 
faults,  but  to  say  just  one  or  two  things  for  the  purpose  of 
getting  information  from  others  who  are  to  speak.  In  the 
first  place,  our  constitution,  like  the  constitution  of  many 
other  states,  requires  that  all  property  shall  be  assessed  at  its 
full  cash  value;  but  the  trouble  in  Tennessee,  as  in  many 
other  states,  is  that  our  assessors  do  not  live  up  to  this  law. 
We  have  no  state  taxing  board,  as  many  states  have.  Our 
assessments  are  made  by  the  individual  tax  assessor,  elected 
by  the  people.  This  assessor  gets  the  bulk  of  tangible  prop- 
erty, but  the  trouble  in  our  state  is  that  there  is  so  much 
property  that  is  intangible  which  is  not  assessed  at  all.  But, 
even  when  tangible  property  is  assessed,  it  is  far  below  its 
actual  cost  value.  As  an  example,  a  gentleman  came  from 
this  section  of  the  country  not  long  ago  to  Nashville  for  the 
purpose  of  buying  a  piece  of  property.  Being  connected  with 
the  board  of  trade  at  that  time,  I  went  with  him  to  see  a  real 
estate  agent  who  offered  him  a.  piece  of  property  that  he 
wanted.  The  price  was  $32,000,  which  seemed  reasonable, 
and  the  trade  was  almost  consummated.  After  leaving  the 
visitor  he  went  to  the  tax  assessor's  office  to  find  out  the 
assessed  value  of  the  property,  which  he  found  to  be  $16,000. 
The  gentleman  came  to  me  and  said  that  the  real  estate  agent 
was  a  fake  and  fraud,  that  he  was  asking  just  double  the 
amount  that  should  be  charged  for  that  piece  of  property. 
Now,  that  is  the  trouble  down  in  our  state.  The  tax  assessors 
will  not  live  up  to  their  oath  of  office  or  the  constitution  of 
our  state,  and  for  that  reason  we  are  not  getting  a  uniform 
assessment  of  our  taxes.    A  few  pay  at  full  value  rates,  and 
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then  there  is  a  burden  placed  upon  that  class  of  our  citizen- 
ship. We  have  just  gone  through  a  campaign  to  have  a  con- 
stitutional convention,  for  the  principal  purpose  of  changing 
our  organic  law  with  regard  to  taxation.  We  had  an  election 
and  the  town  people  and  the  city  people  voted  in  favor  of  a 
new  constitution,  but  our  good  friends  in  the  rural  section 
voted  solidly  against  it,  because  they  said  it  was  a  scheme  on 
the  part  of  the  towns  and  cities  to  raise  the  taxes  of  the 
people  on  the  farm.  And  upon  close  investigation  we  found 
that  the  farm  value  in  Tennessee  —  the  tax  value  —  ranged 
anywhere  from  20  to  60  per  cent,  so  that  the  farmer  was 
really  getting  a  bargain  in  the  taxes  he  was  paying.  The 
question  of  equal  taxation  in  Tennessee  is  the  real  question 
confronting  us.  My  object  in  coming  to  this  convention  is  to 
find  out  how  the  tax  assessors  in  the  various  states  are  com- 
pelled to  live  up  to  their  obligations  in  carrying  out  that  part 
of  the  constitution  which  says  that  all  property  must  be 
assessed  at  its  cash  value.  There  is  no  man  in  Tennessee  who 
objects  to  paying  his  full  proportion  of  the  taxes,  but  there 
is  a  multitude  of  them  who  do  object  to  paying  at  a  higher 
rate  than  their  neighbors.  It  is  the  question  of  equalization 
more  than  anything  else  which  worries  us;  and  I  am  here, 
Mr.  Chairman  and  gentlemen,  to  hear  something  along  that 
line. 

Mr.  Harden  Bennion,  of  Utah :  If  we  have  not  yet  passed 
that  part  of  our  subject  which  concerns  the  work  of  the  town- 
ship and  county  assessor,  I  would  like  to  say  just  a  few  wor.ls 
relative  thereto. 

I  have  attended  previous  sessions  of  this  conference  and 
remember  having  heard  prominent  members  speak  in  a  depre- 
cating manner  of  the  tax  levy  limit  law,  maintaining  that  if 
carried  into  effect  it  would  serve  to  prevent  necessary  devel- 
opment and  progress,  would  tend  to  limit  the  construction 
and  maintenance  of  suitable  schoolhouses,  roads,  and  neces- 
sary public  buildings — in  fact,  would  cripple  and  hamper  in 
every  way  all  public  service.  I  believe,  perhaps,  there  is 
something  in  that,  some  valid  objection  on  that  score ;  but  I 
think  it  does  not  matter  what  kind  of  taxation  proposition 
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you  may  put  up,  somebody  will  have  good  strong  reason 
against  its  adoption.  In  fact,  there  is  only  one  excuse  for 
taxation  at  all — the  state  needs  the  money.  Before  you  de- 
cide to  do  anything  at  all  you  must  expect  to  do  it  in  oppo- 
sition to  the  thoughts,  ideas,  and  feelings  of  somebody.  You 
cannot  get  away  from  that  fact;  hence  there  is  before  you 
only  a  choice  as  to  the  lesser  of  two  or  more  evils. 

We  have  just  passed  through  an  assessment  in  Utah  under 
the  provisions  of  a  tax  levy  limit  law.  Our  state  constitution, 
following  the  universal  custom  of  constitutions,  requires  the 
assessment  of  all  property  at  full  value  but  at  the  same  time 
permits  very  high  maximum  levies;  so  high  that,  while  keep- 
ing within  the  prescribed  levies,  with  property  valued  at  less 
than  one-third  of  its  actual  value,  and  with  practically  all 
intangible  property  left  off  the  tax  rolls  entirely,  taxes  were 
still  so  high  that  much  complaint  has  been  heard. 

The  state  board  of  equalization  has  been  very  insistent  in 
its  demands  for  the  full  valuation  and  listing  of  all  property, 
but  with  the  prevailing  high  rates  of  levy  such  demands  have 
fallen  upon  deaf  ears.  At  the  1915  session  of  our  state  legis- 
lature laws  were  enacted  scaling  down  the  maximum  rates  to 
a  point  where  full  valuation  was  imperative  if  state,  county, 
and  city  officials  would  give  the  people  anything  like  adequate 
public  service.  In  doing  so  we  made  a  provision  which,  it 
seems  to  me,  meets  the  objection  to  tax  levy  limit  laws  ex- 
pressed by  the  chairman,  Mr.  Phillips,  to  the  effect  that  he 
found,  in  some  of  the  outlying  counties  of  the  state  where 
there  was  not  much  property,  revenues  consequently  small 
and  demands  large,  that  the  public  funds  were  not  adequate 
to  the  imperative  requirements  of  the  community.  Such  pro- 
vision consisted  of  a  plan  of  classification  of  counties  accord- 
ing to  the  total  assessed  valuation  of  each  and  the  allowance 
of  differing  rates  for  local  city  -and  county  purposes,  higher 
rates  than  are  permitted  to  the  larger  and  more  wealthy  coun- 
ties, yet  leaving  the  rates  for  state  purposes  the  same.  This 
might  seem  to  be  a  doubtful  privilege,  yet  it  was  absolutely 
necessary  and,  while  not  discriminating  against  these  sparsely 
settled  counties  in  the  matter  of  the  state  rates,  it  permitted 
them  to  assess  themselves  to  almost  any  extent  necessary  for 
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local  support.  The  classification  of  counties  in  this  way  was 
not  new  with  us.  Our  laws  already  provided  for  it  in  the 
matter  of  the  fixing  of  the  salaries  of  county  officers,  certain 
of  whom  are  paid  in  part  by  the  state,  and  we  made  use  of 
such  classification  in  the  fixing  of  maximum  tax  levies.  In 
the  past  these  more  sparsely  settled  counties  have  been  com- 
pelled to  assess  themselves,  or  rather  their  property,  at  per- 
haps double  the  proportion  of  actual  value  that  the  more 
wealthy  counties  did  in  order  to  meet  the  demands  of  public 
service,  thus  not  only  burdening  themselves  in  the  care  of 
their  own  affairs,  but  paying  double  their  share  of  state  taxes. 

During  this  year,  the  first  under  the  limited  levies,  the 
property  of  the  state  has  been  greatly  increased  in  assessed 
value,  perhaps  150  per  cent,  and  as  a  result  we  have  very 
nearly  attained  full  value  assessment,  and  while,  of  course, 
we  have  not  yet  assessed  all  intangible  personal  property,  not 
even  any  great  portion  of  it,  still  we  have  placed  upon  the  tax 
rolls  quite  a  considerable  amount  of  such  property,  have  made 
a  good  beginning,  and  think  that  much  more  will  be  accom- 
plished in  that  direction  if  earnest  and  persistent  effort  is 
made  to  that  end  by  the  county  assessors.  We  believe  that 
while  there  must  still  be  some  untoward  conditions,  some 
legitimate  objections  to  the  tax  levy  limit  laws,  yet  we  think 
that  this  plan  answers  the  question  of  Mr.  Dunn,  of  Indiana, 
who  desires  to  know  of  a  plan  by  which  assessment  at  full 
value  might  be  reached. 

A  very  careful  adjustment  of  the  levies  to  be  permitted  to 
the  several  classes  of  counties  for  local  purposes  is  the  key  to 
the  success  of  the  plan,  for  the  reason  that  it  compels  the 
county  assessor  (we  have  only  county  assessors  in  Utah),  the 
county  board  of  equalization,  which  later  sits  as  a  board  of 
review,  it  compels  even  the  taxpayers  themselves,  to  recognize 
the  fact  that  if  we  are  to  conduct  schools  in  the  community, 
build  its  roads,  care  for  the  unfortunate  and  indigent,  and 
do  the  things  that  we  know  we  must  do,  we  must  of  necessity 
assess  property  at  full  value.  Our  experience  is  that  this  tax 
levy  limit  law  helps  us  very  materially  to  carry  out  this  man- 
datory provision  of  our  constitution  and  law. 
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Mr.  Charles  J.  Tobin,  of  New  York:  A  parallel  was 
drawn  as  to  the  work  of  local  assessors  and  the  state  tax  com- 
missioners. Speaking  for  New  York,  I  believe  that  the  state 
has  not  been  fair  or  just  to  the  local  assessor.  The  constitu- 
tion forbids  the  abolition  of  the  office  of  assessor.  Yet  each 
year  we  find  some  towns  pay  an  assessor  $40  or  less  for  his 
year's  work.  He  may  be  an  assessor  in  a  town  having  an 
area  of  from  10  to  20  square  miles.  He  gives  the  whole  day, 
his  own  horse,  and  buys  his  dinner  or  lunch  in  a  nearby  hotel, 
and  the  magnanimous  town  which  he  represents  hands  him 
on  pay  day,  at  the  end  of  his  term,  $40  or  less. 

The  fault  is  not  with  the  assessor;  it  is  with  the  tools  that 
are  given  him.  Take  the  parallel  of  the  state  tax  commission. 
The  state  tax  commissioners  of  New  York  are  required  to  give 
their  entire  time  to  the  duties  of  their  office,  provided  with  a 
fixed  salary,  and  allowed  traveling  expenses.  If  we  did  the 
same  in  New  York  for  the  local  assessor,  that  is,  if  we  made 
it  mandatory  for  the  assessor  to  give  his  entire  time,  and  in 
towns  of  large  area  allow  a  maximum  amount  of  expenses,  I 
believe  the  great  majority  of  problems  we  have  today  in  local 
taxation  would  be  solved.  I  do  not  say  that  all  the  problems 
of  local  assessment  would  be  cared  for,  but  it  would  be  a  big 
step  in  obtaining  legal  and  equitable  assessments.  It  is  not 
just  for  a  state  through  its  officials  to  criticize  the  work  of 
the  local  assessor  who  is  not  given  adequate  compensation. 
The  state  through  its  department  directs  the  assessor  how  his 
work  shall  be  done,  and  yet  at  the  end  of  the  assessor's  term 
the  same  state,  through  another  branch  of  government,  the 
town  or  village,  hands  him  a  paltry  $40  or  $50,  although  the 
taxes  to  be  collected  on  his  assessment  roll  amount  to  $100,- 
000.  If  we  give  the  assessor  a  fixed  tenure  of  office,  a  certain 
definite  period  when  his  entire  time  shall  be  given  over  to 
assessment  work,  an  office  to  work  in,  and  fair  and  just  com- 
pensation, we  shall  see  big  improvements  in  local  tax  values. 

Mr.  George  T.  Bouton,  of  New  Jersey :  I  do  not  find  fault 
with  the  assessor  because  his  pay  is  small.  Is  it  an  assumed 
or  forced  obligation  with  the  assessor? 
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Mk.  Charles  J.  Tobin  :  Of  course,  lie  assumes  the  office  of 
assessor,  and  if  he  received  the  compensation  for  the  actual 
days  employed  he  would  have  no  complaint  against  the  sys- 
tem. But  an  assessor  will  turn  into  the  town  board  fifty  days 
as  the  extent  of  time  spent  in  making  assessments  for  a  given 
year ;  field  work  in  the  first  instance  and  preparation  of  assess- 
ment roll;  then  the  days  the  books  are  open  for  inspection, 
and  on  Grievance  Day.  the  completion,  copying,  and  filing 
of  the  assessment  roll.  Suppose  he  actually  spends  fifty  days 
in  all.  The  town  board  says,  "We  cannot  give  you  fifty 
days;  the  town  cannot  afford  it;  we  will  allow  thirty-five 
days."  Is  that  any  part  of  his  assumption  of  office?  No,  it 
is  simply  the  act  of  a  stingy  town  board  that  refuses  to  pay 
the  assessor  his  full  time  or  fair  pay  for  his  work.  The  acts 
of  the  town  board  are  no  part  of  the  assessor's  obligation  of 
office.  It  is  one  of  the  evils  of  the  system,  the  town  board 
cutting  the  time  and  pay  of  the  poor  assessor  because  it  is 
charged  with  auditing  the  expenses  of  the  town. 

Mr.  George  T.  Boutox  :  Even  if  a  man  receive  but  $10 
for  an  obligation  or  work  that  is  worth  .$100,  he  need  not 
assume  the  obligation  unless  he  so  desires.  But  the  desire  to 
hold  office  is  something  which  seems  to  grip  many  men  and 
they  will  take  the  $10.  Therefore,  I  say  the  responsibility 
remains  with  the  individual  who  assumes  the  responsibility. 

Mr.  Ch  vrles  J.  Tobin  :  I  would  differ  there  most  seriously 
and  strenuously  for  the  reason  that  in  a  great  many  towns 
the  compensation  offered  the  assessor  is  so  small  nobody 
wants  to  take  the  job.  The  man  who  held  the  place  before  is 
actually  forced  to  continue  in  office ;  then  add  to  that  the 
proposition  of  the  town  board  cutting  down  the  time  and  pay. 
Why,  it  is  the  most  miserable  thing  existing  in  the  tax  and  as- 
sessment system  of  the  state  of  New  York  today.  I  think  eacli 
state  must  take  care  of  the  problem  of  local  assessors.  The 
respective  states  should  improve  the  conditions  under  which 
the  local  assessor  does  his  work,  and  as  progress  is  made  in 
this  respect  we  will  find  the  assessment  of  property  in  general 
improved.     I  have  had  an  experience  covering  some  fifteen 
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years  in  the  state  tax  department,  and  I  believe  that  as  a  gen- 
eral body  the  faults  and  inaccuracies  of  assessors  are  not  in- 
herent in  the  individual,  but  in  the  system  under  which  he  is 
obliged  to  perform  his  duties. 

Mr.  George  J.  Bouton  :  I  think  the  state  should  make  the 
proper  emolument  for  the  assessor,  but  I  have  no  sympathy 
for  the  assessor  who  accepts  and  then  does  not  do  the  work. 

Mr.  Charles  J.  Tobin  :  But  you  do  not  recognize  the  con- 
dition of  the  town  board  cutting  down  the  allowance,  when  it 
is  known  to  the  town  board  that  the  assessor  was  employed  the 
number  of  days  specified  in  his  account.  Is  that  part  of  his 
acceptance  of  office? 

Mr.  George  J.  Bouton  :  Is  he  sentenced,  then,  to  accept  the 
office  of  assessor? 

Mr.  Charles  J.  Tobin  :  Not  sentenced,  of  course.  The  re- 
duction in  his  compensation  comes  after  his  duties  have  been 
performed,  not  when  he  accepts  the  office  of  assessor. 

Mr.  E.  B.  Howard,  of  Oklahoma:  Mr.  Chairman,  I  prom- 
ised myself  when  I  came  to  this  conference  that,  as  I  had  done 
enough  talking  last  year,  I  would  not  say  anything.  But 
after  an  observation  of  the  troubles  of  these  various  states  I 
am  almost  constrained  to  invite  all  you  gentlemen  to  come  out 
to  Oklahoma  where  we  do  not  have  many  tax  troubles,  and 
for  the  reason,  as  suggested  by  Mr.  Foote  yesterday  in  his 
paper,  that  at  the  time  we  wrote  our  constitution  this  confer- 
ence sent  to  our  state  a  lobby  which  assisted  in  enlightening 
us,  and,  while  it  gave  to  us  a  constitution  of  which  at  that 
time  some  things  were  said  which  would  not  sound  well  in 
polite  society,  yet  after  nine  years  I  find  we  are  in  good  shape 
after  the  writing  of  an  enlightened  constitution.  We  have 
no  troubles  with  this  matter  of  county  assessors.  You  know 
our  county  assessors  are  just  as  good  men  as  those  who  run 
for  state  offices.  They  are  just  as  honest,  and  we  believe  that 
they  are  just  as  much  entitled  to  be  elected  by  the  people  of 
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Oklahoma  as  is  our  auditor  or  our  governor.  But  as  to  that 
enlightened  constitution,  it  was  the  assistance  from  this  con- 
ference which  helped  us  get  it.  We  started  out  with  the 
township  assessor.  We  found  too  much  red  tape,  so  we  got 
rid  of  the  township  assessor  and  we  did  not  find  any  handi- 
caps in  our  constitution  to  hold  him  in  office.  Then  we  said 
that  our  governor  should  appoint.  Our  governor  was  a  pretty 
good  man  and  a  good  Democrat,  but  very  partisan.  He  made 
the  appointments  and  that  system  would  not  hold  water. 
Then  we  said,  "We  will  let  the  people  who  are  paying  the  tax 
and  the  people  who  are  being  assessed  name  their  own  citi- 
zens, the  same  as  they  name  us,  to  assess  them."  I  want  to 
say  to  you  that  that  is  so  far  the  satisfactory  manner  in 
Oklahoma;  more  satisfactory  than  for  anybody  to  appoint; 
more  satisfactory  than  the  township  assessor.  I  want  to  say 
to  you  that,  in  my  opinion,  from  experience  in  tax  work  in 
an  isolated  state,  one  of  the  greatest  troubles  of  taxation  in 
this  country  today  is  that  we  have  too  much  red  tape  sur- 
rounding it.  Wh}T  do  I  say  that?  Just  a  moment.  My  state 
through  its  enlightened  constitution,  which  this  conference 
assisted  lis  in  getting,  places  taxes  almost  as  it  pleases.  Last 
year  my  state  produced  125,000,000  barrels  of  oil.  Last  year 
that  oil  sold  at  an  average  of  over  $1.25  per  barrel.  Last  year, 
through  this  constitution  which  gives  us  a  right  to  tax  matters 
as  the  conditions  appear,  we  collected  a  three  per  cent  tax 
upon  the  oil.  You  can  figure  that  for  yourself.  We  did  not 
have  any  township  assessors  assisting.  We  did  not  have  a 
whole  regiment  of  people  eating  up  all  that  revenue,  but  our 
state  laws  placed  upon  me  as  state  auditor  the  entire  work  of 
collecting  the  money  and,  with  three  clerks  and  a  stenog- 
rapher, I  turned  into  the  state  treasury  over  three  and  one- 
half  millions  of  dollars.  How  did  we  do  it  ?  Not  by  creating 
offices,  but  by  saying  to  the  transportation  companies,  to  the 
railroad  companies,  to  the  pipe  line  companies,  and  to  the  pur- 
chasers of  oil,  "Once  every  month  you  must  report  to  the 
state  auditor  the  name  and  address  of  every  man  from  whom 
you  buy  oil,  how  much  you  pay  for  it,  and  how  much  you 
buy."  So  I  say  to  you,  my  idea  is  that  there  is  too  much  red 
tape  in  taxation  and  that  causes  as  much  trouble  as  the  matter 
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of  the  method  of  taxation.  I  want  to  say  to  you  that  my  state 
is  in  shape  where  this  year  we  are  having  to  raise  only 
$1,200,000  by  general  property  tax  for  state  purposes,  that 
in  less  than  two  years,  through  this  enlightened  constitution 
which  took  the  lid  off,  we  are  not  going  to  have  any  ad  valorem 
taxes  in  the  state  of  Oklahoma,  and  in  collecting  our  taxes  we 
are  not  going  to  form  a  whole  lot  of  offices  and  commissions 
to  eat  up  the  revenue.  So  I  invite  you  to  adopt  the  much 
despised  Oklahoma  constitution  this  year  and  next  year  you 
will  not  have  so  much  trouble. 

Mr.  Celsus  P.  Link,  of  Colorado:  Mr.  Chairman,  speak- 
ing of  the  pay  of  the  county  assessors,  I  would  like  to  explain 
to  the  conference  a  step  in  the  right  direction  that  Colorado 
has  taken.  The  tax  commission  has  helped  secure  fixed  sala- 
ries for  the  county  assessors  and  all  expenses  incurred  in  the 
administration  of  their  duties.  Those  salaries  are  not  as  high 
as  we  tried  to  get  them.  The  state  legislature  fixed  for  the 
county  assessors  a  minimum  salary  in  the  smallest  county  of 
$1,000,  plus  all  expenses ;  but  we  have  a  saving  clause  in  the 
law  which  provides  that,  if  the  local  authorities  fail  to  pro- 
vide the  assessor  with  sufficient  help  and  sufficient  expense 
money,  the  tax  commission  shall  compel  that  amount  to  be 
allowed.  I  make  that  point  for  the  information  of  the  gentle- 
man from  New  York  and  one  or  two  others  who  discussed 
this  question.  It  is  a  step  in  the  right  direction.  We  are 
securing  pretty  fair  pay  for  the  assessor. 

Mr.  John  Mitchell,  of  California :  In  California  for  many 
years,  ever  since  the  present  constitution  was  adopted,  our 
assessors  have  been  elected  and  paid  a  good  salary.  I  think 
the  minimum  salary  is  probably  $1,800. 

Mr.  E.  A.  DeCamp,  of  California :  Our  minimum  pay  is 
$300,  Alpine  County,  near  Mt.  Whitney;  and  our  maximum 
is  $8,000  a  year,  San  Francisco  County.  Kern  County,  the 
banner  oil  producer,  is  about  the  average.    It  pays  $5,000. 

Mr.  John  Mitchell:    What  Mr.  DeCamp  does  not  know 
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about  conditions  in  California  is  not  worth  knowing.  Our 
assessors  are  paid  from  $300  in  a  small  county,  in  an  isolated 
case,  up  to  $8,000.  In  my  own  county,  Alameda,  we  have  a 
population  of  350,000;  there  the  assessor  is  paid  $7,000  a 
year.  We  have  a  high-class  body  of  men  in  the  assessor  work 
in  Californa,  who  meet  annually  in  convention,  as  this  asso- 
ciation does.  Those  who  are  invited  are  the  tax  attorneys, 
the  state  board  of  equalization,  and  others  interested  in  rev- 
enue matters.  All  who  desire  to  speak  are  heard.  I  want  to 
say  to  you  that  we  have  a  very  happy  condition  there,  and 
we  are  perfectly  satisfied  with  our  assessors.  They  are  elected 
for  four  years.  That  has  always  been  so  in  California.  As 
far  as  assessors  and  their  work  are  concerned,  we  are  well 
pleased.  These  assessors  are  of  such  a  class  that  some  of  them 
have  been  assessors  for  twenty,  twenty-five,  or  thirty  years; 
in  short,  they  are  mostly  tax  experts.  And  the  $8,000  salary 
would  be  a  plum  for  a  good  many  of  us. 

Mr.  A.  C.  Gikdwooi).  of  Maryland:  This  discussion  started 
under  the  head  of  selection  and  tenure  of  office  of  assessors. 
It  has  gone  wide  afield  until  now  we  are  hearing  discussion 
pro  and  con  on  the  classified  property  tax,  limited  tax  rate, 
and  other  subjects  not  germane  to  the  text.  Let  me  come 
back  to  the  direct  subject  under  discussion,  which  is  the 
selection  of  assessors  and  the  tenure  of  office  of  such  assessors. 
I  have  made  the  criticism  in  other  conferences  of  this  asso- 
ciation and  I  renew  the  same  criticism,  which  is  that  the 
assessment  method  of  the  middle  western  states  is  top-heavy 
because  The  number  of  assessors  employed  there  is  too  many, 
that  the  time  which  they  are  employed  prohibits  those  asses- 
sors from  ever  becoming  true  assessors  of  property.  A  man 
cannot  within  a  period  of  employment  lasting  thirty  or  fifty 
days  or  two  months  ever  become  an  assessor.  Suppose  that  in 
the  great  city  of  New  York  the  assessors  were  engaged  in 
viewing  property  for  a  period  of  sixty  days,  and  after  that 
seeking  other  vocations.  Such  an  assessor  would  be  of  little 
practical  use  to  the  assessing  department  of  the  city  of  New 
York,  and  the  statement  will  apply  with  equal  force  to  every 
other  community.    If  he  is  employed  for  a  short  period,  after 
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such  a  period  he  has  no  further  interest  in  taxation  matters 
until  he  is  interested  in  seeking  his  election  or  re-election  for 
the  succeeding  year.  Continuous  employment  of  an  assessor- 
is  the  first  essential.  I  think  we  will  all  concede  that.  Now, 
is  it  to  be  accomplished  by  abolishing  the  township  assessor? 
1  think  the  best  thought  is  that  the  township  assessor  should 
disappear  and  that  we  should  have  the  county  assessor  or 
have  an  assessor  for  several  townships  combined.  If  the 
county  is  not  large  enough  to  keep  the  assessor  employed 
throughout  the  whole  year,  let  him  take  under  his  jurisdiction 
a  couple  of  counties,  and  transfer  by  some  method  the  assess- 
ment to  a  board  taking  charge  of  several  counties.  I  think 
that  in  the  state  of  Minnesota,  for  instance,  they  have  2,500 
township  assessors.  Is  it  possible  within  the  population  of 
Minnesota  to  obtain  2,500  good  men  in  any  manner  qualified 
to  act  as  assessors?  Why,  you  cannot  get  that  many  men 
school  teachers  and  there  are  training  schools  for  teachers. 
By  consolidating  their  territory  men  will  become  trained,  and 
as  they  become  trained  they  will  become  more  or  less  expert. 
Under  present  conditions,  what  incentive  is  offered  to  the 
township  assessor?  None.  And  unless  there  is  an  incentive 
in  life  such  work  will  be  mediocre.  In  regard  to  the  manner 
of  the  selection  of  assessors,  this  house  is  divided.  My  opinion 
is  that  he  should  not  be  elected.  If  he  is  elected,  he  is  de- 
pendent upon  his  friends  for  his  election,  to  say  nothing  of 
his  selection  in  the  primary-.  Some  gentleman  last  night  said 
that  he  should  not  be  named  by  the  governor  because  the 
governor  is  always  looking  for  patronage,  and  the  more  ap- 
pointments he  can  make  the  greater  his  patronage.  I  agree 
with  the  proposition.  Should  they  not  be  selected  by  civil 
service  ?  New  York  City  has  given  us  an  illustration  that  the 
best  selection  is  by  civil  service.  This  manner  is  not  a  theory 
of  government,  but  the  actual  practice ;  and  the  people  of 
New  York,  when  they  say  their  assessors  shall  be  selected 
from  a  list,  do  it  because  it  is  manifest  that  a  better  assess- 
ment can  be  obtained.  In  Maryland  local  assessors  are  ap- 
pointed directly  by  the  local  governing  bodies  or  the  board  of 
county  commissioners,  subject  at  times  of  general  re-assess- 
ment to  the  approval  by  the  state  tax  commission.    A  super- 
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visor  of  assessors  is  selected  by  the  state  tax  commission  from 
a  list  of  five  names  sent  in  by  the  county  commissioners  to  the 
commission. 

Mr.  Charles  J.  Tobin  :  I  think  it  should  have  been  stated 
that  in  New  York  City  the  selection  of  the  deputy  assessors  is 
by  civil  service,  but  throughout  the  state  in  the  different 
towns  and  cities  they  are  all  elected. 

Mr.  John  Harrington,  of  Wisconsin :  What  is  the  quality 
of  assessment  that  you  get  in  the  rural  districts?  Have  you 
a  better  situation  than  we  have  heard  described  in  rural  dis- 
tricts throughout  other  states? 

Mr.  Charles  J.  Tobin  :  I  think  we  have.  It  could  be  greatly 
improved  and  much  more  satisfactory,  as  I  said  in  my  state- 
ment before,  if  the  towns  offered  them  a  fair  sum  of  money 
and  gave  them  some  fixed  tenure  of  office. 

Mr.  E.  A.  DeCamp:  The  Bulletins  during  the  past  few 
months  by  our  worthy  secretary  indicate  a  conflict  between 
the  federal  and  state  governments  in  an  effort  to  acquire  new 
sources  of  revenue.  Taxation  should  be  established  on  eco- 
nomical ideas.  All  efforts  should  be  standardized  to  accom- 
plish good  results.  This  body  is  nine  years  old.  No  organ- 
ized system  has  been  adopted.  The  intelligence  of  the  asso- 
ciation has  failed  to  agree  on  a  definite  plan.  The  Census 
Bureau  report  on  state  and  local  taxation,  as  well  as  the  De- 
partment of  Labor  and  Commerce  report  on  corporation  taxes, 
shows  an  utter  lack  of  any  effort  to  produce  economical,  sys- 
tematic results. 

California  uses  five  articles  of  its  constitution;  nine  sub- 
divisions of  same ;  293  sections  of  political  code ;  17  sections 
of  penal  code ;  38  rules  of  state  board  of  equalization ;  1,872 
state  court  decisions;  24  sections  of  inheritance  tax  laws. 
There  are  58  counties,  each  governed  by  special  act  of  legisla- 
ture; 233  cities — many  working  under  special  charters,  a  law 
unto  themselves,  amenable  to  no  one,  with  no  curtailment  of 
power,  except  through  the  federal  domination.    For  example: 
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The  state  expended  in  1913  for  all  purposes  $12,971,541.80; 
city  of  Los  Angeles,  same  year,  $13,263,£83.£9,  or  $292,342.03 
more  than  the  state.  The  same  year  the  county  of  Los  An- 
geles expended  slightly  less  than  the  city ;  or  city  and  county 
spent  more  than  double  that  of  the  entire  state.  Any  observ- 
ing traveler  passing  various  cities  of  the  nation  cannot  over- 
look the  absence  of  harmony  and  system,  resulting  in  extreme 
extravagance. 

Cannot  this  association  suggest  a  remedy  by  co-operating 
with  the  federal  government?  Not  fighting  it.  The  Post 
Office  and  Treasury  Departments  could  well  be  patterned 
after.  California  has  in  use  about  400  different  forms  of 
assessment  blanks.  The  income  tax  requires  but  one  for  the 
entire  country. 

Property  of  all  kinds,  tangible  and  otherwise,  by  whom- 
soever owned,  should  be  safeguarded  anywhere  in  the  coun- 
try, and  every  facility  afforded  it  to  produce  an  income. 

Value  alone  will  not  produce  a  tax.  Income  is  required  to 
pay  it.  Being  guaranteed  constitutional  rights,  owners  should 
be  willing  to  contribute  from  income  to  meet  the  tax. 

Exemptions  founded  on  religion,  philanthropy,  and  osten- 
sible charity  should  be  discouraged ;  likewise,  the  taking  of 
unnecessary  land  and  no  revenue  improvements.  They  only 
shift  the  burden  on  to  the  balance  of  the  tax-burdened  people. 

A  law  exists  deducting  15  per  cent  from  the  assessment  roll 
before  making  the  school  rate  to  offset  possible  delinquency. 
Pure,  uncalled-for  sentiment.  One  district  alone  between 
1903  and  1910,  instead  of  shortage  in  those  years,  had  an 
excess  of  $1,560,310.40.  A  superintendent  found  his  district 
possessed  of  over  one-half  million  dollars  excess  the  same  year. 

A  law  fixing  minimum  tax  collection  would  be  a  great 
saving;  the  reduction  in  size  of  public  record  books  by  using 
photography  instead  of  long  hand,  preventing  error  in  tran- 
scription. Discussion  of  matters  suggested  by  the  foregoing 
might  be  attended  with  convenience  and  economy.  A  legion 
of  people  would  be  dispensed  with  and  service  improved.  If 
the  tax  base  was  established,  the  state  and  federal  govern- 
ments, as  well  as  lesser  political  subdivisions,  could  be  pro- 
vided for  on  a  percentage.     Should  separation  be  desired,  a 
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comparative  tax  could  be  provided  as  per  methods  now  used 
in  California. 

Even  Mexico  collects  a  federal  tax  by  a  single  inspection 
and  fixing  a  stamp  on  the  corporation  books.  An  undervalua- 
tion by  the  owner  is  threatened  by  confiscation,  but  rarely 
reaches  beyond  that. 

Mr.  William  H.  Corbin,  of  Connecticut:  Connecticut  has 
something  a  little  different  from  anything  that  has  been  men- 
tioned. I  believe  thoroughly  in  the  appointment  of  assessors. 
But  we  have  assessors  elected  in  Connecticut,  for  a  term  of 
three  years,  three  for  each  township,  one  assessor  being  elected 
each  year.  It  is  now  possible  for  an  assessor  to  get  some  ex- 
perience and  be  zealous  for  two  years,  knowing  his  term  will 
not  expire  until  the  third.  Under  this  law  we  are  getting 
very  much  better  work.  The  last  legislature  recognized  that 
there  should  be  some  minimum  pay  for  assessors.  As  Mr. 
Tobin  says,  they  have  been  putting  in  fifty  or  sixty  days' 
work  and  getting  $25  in  payment.  While,  of  course,  the 
assessor  who  accepted  the  office  heretofore  knew  that  he  was 
going  to  give  only  a  certain  amount  of  work  for  the  money 
he  was  to  get,  there  is  no  use  of  laying  on  him  the  burden  of 
valuing  an  entire  town  for  $25.  The  new  law  requires  the 
township  to  pay  each  assessor  at  least  $2.50  a  day.  This  will 
certainly  result  in  better  work.  I  am  convinced  that  any 
town,  county,  or  state  can  have  the  property  assessed  at  full 
value  if  the  people  will  only  show  that  they  want  it.  It  is 
not  a  question  of  the  assessor,  nor  of  the  tax  official,  but  of 
the  people  themselves.  The  people  of  the  average  township 
and  county  do  not  want  the  actual  value  of  the  property 
placed  upon  the  assessment  roll.  If  they  did  they  would 
have  it.  They  would  give  the  tax  commission  power  to 
supervise  the  assessments  or  to  instruct  the  assessors  to  follow 
the  law,  and  determine  the  full  value  of  the  property.  I  be- 
lieve that  the  assessors  in  every  state  in  the  Union  will  follow 
the  law  just  so  soon  as  they  know  they  are  going  to  be  backed 
by  the  people ;  but  they  will  not  go  ahead  as  individuals  and 
revalue  the  property  of  the  entire  community  on  the  full 
value  basis  when  they  know  the  board  of  relief,  representing 
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the  sentiment  of  the  people,  Anil  rip  the  valuations  to  pieces 
and  leave  conditions  worse  than  they  were  before.  I  under- 
stand that  in  Utah,  Kansas,  and  in  a  number  of  other  states 
assessments  are  on  the  basis  of  the  full  value  of  property,  be- 
cause the  people  demand  it  from  the  assessors  and  they  get 
what  they  demand.  Instead  of  blaming  the  assessor,  the 
proper  procedure  seems  to  me  to  be  to  educate  the  people 
until  they  will  demand  from  the  assessors  the  full  equitable 
value  of  real  estate.  When  it  comes  to  intangible  property 
no  assessor  living  can  value  it  because  you  cannot  find  it. 
You  can  lead  a  horse  to  water  but  you  cannot  make  him 
drink.  You  can  say  that  a  man  must  disclose  what  he  has  in 
a  box  under  the  bed,  or  in  a  safety-deposit  vault,  but  he  will 
not  disclose  it  for  the  purposes  of  taxation.  We  have  in  Con- 
necticut a  penalty  law  relative  to  intangible  property  which 
helps  a  little,  and  which  I  would  like  to  tell  you  about  to- 
morrow in  connection  with  the  inheritance  tax  discussion. 

Mr.  Jacob  P.  Dunn  :  What  states  did  I  understand  you  to 
say  are  assessing  at  full  value  ? 

Mr.  William  H.  Corbin:  I  understand  this  is  true  of 
Kansas  and  Utah.  That  is,  under  the  supervision  of  the  state 
board  of  assessors  they  are  getting  practically  the  full  value 
of  property.     If  I  am  mistaken  I  would  like  to  be  corrected. 

Mr.  George  G.  Tunell,  of  Illinois:  You  did  not  mention 
Arizona;  I  think  the  assessment  in  Arizona  is  as  near  full 
cash  value  as  in  any  state. 

Mr.  Jacob  P.  Dunn  :  I  understood  the  gentleman  from 
Utah  to  say  they  were  not  assessing  at  true  cash  value,  that 
they  were  getting  up  somewhere  near  it,  and  hoped  to  do 
better  in  the  future.  They  claim  to  be  doing  it  in  Ohio,  but 
I  received  a  pathetic  appeal  from  Dayton,  stating  that  the 
assessment  was  only  about  75  per  cent,  and  instead  of  rem- 
edying it  they  were  proposing  to  issue  bonds  for  current  ex- 
penses— instead  of  enforcing  the  law.  If  there  is  any  state 
where  they  are  actually  assessing  property  at  true  cash  value, 
I  would  like  to  know  where  it  is  and  how  they  do  it. 
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Prop.  T.  S.  Adams,  of  Connecticut:  Arizona  is  a  state 
where  I  understand  it  is  substantially  done.  Real  property 
is  assessed  in  Wisconsin  at  over  80  per  cent  of  true  value. 

Mr.  Jacob  P.  Dunn  :  But  80  per  cent  is  not  100  per  cent. 

Prof.  T.  S.  Adams:  There  are  many  communities  in  which 
it  is  done.  I  know  a  number  of  communities  which  are  as- 
sessed at  more  than  100  per  cent. 

Mr.  Jacob  P.  Dunn  :  That  is  true ;  three  counties  in  this 
state  are  assessing  at  75  per  cent. 

Prof.  T.  S.  Adams:  The  answer  to  your  question  depends 
upon  the  object  of  your  inquiry.  If  you  mean  it  is  impos- 
sible practically  to  get  100  per  cent,  I  would  suggest  that  in 
these  places  we  are  gettiDg  so  near  it  is  easily  a  practical 
hope  in  which  to  indulge  that  we  may  come  to  100  per  cent. 
If  you  mean  that  not  having  it  100  per  cent  makes  the  tax 
rate  unnecessarily  high,  that  is  true  by  the  margin  of  under- 
assessment. The  rate  of  taxation  is  raised  approximately 
15  per  cent  by  the  underassessment  of  property  at  85  per 
cent;  or  in  Arizona,  if  it  is  only  95  per  cent,  then  the  tax 
rate  is  approximately  five  per  cent  higher  than  it  would  have 
to  be  otherwise. 

Mr.  Jacob  P.  Dunn  :  My  purpose  is  to  find  out  if  there  is 
a  state  assessing  at  true  cash  value ;  I  want  to  find  out  what 
state  that  is,  and  how  they  do  it.  You  say  Wisconsin.  The 
reports  of  the  Wisconsin  commission  say  they  have  an  aver- 
age of  about  85  per  cent,  but  there  are  hardly  any  two  coun- 
ties assessing  the  same  way.  What  I  want  to  get  is  uniform 
assessment  at  true  cash  value,  if  there  is  any  way  of  securing 
that. 

Prof.  T.  S.  Adams  :  You  may  get  it  as  in  New  York  City. 
Mr.  Purdy  will  tell  you  that  in  New  York  City — and  the  real 
estate  men  confirm  the  statement — most  real  estate  is  assessed 
at  its  full  value.     That  is  done  by  having  long  tenure  asses- 
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sors  with  reasonable  pay,  selected  by  civil  service  methods. 
In  Wisconsin  the  improvement  has  been  effected  through  the 
reassessment  system  largely,  working  over  very  imperfect 
local  assessments.  In  Arizona,  I  think  it  has  been  done 
largely  through  the  county  assessors  and  through  the  very 
efficient  work  of  the  Arizona  tax  commission. 

Mr.  George  G.  Tuxell:  In  Arizona  the  tax  commission 
has  power  to  revalue  individual  pieces  of  property,  and  it  is 
through  that  power,  which  is  unquestioned,  that  it  is  able  to 
force  the  local  assessor  first  of  all  to  put  the  property  on  the 
roll,  or  bring  great  pressure  to  bear  upon  him,  and,  if  he 
fails  to  place  the  property  on  the  roll  at  substantially  its  full 
value,  it  has  the  power  to  place  a  value  upon  the  property. 

Mr.  William  Bailey,  of  Utah:  In  Utah  we  have  made  an 
effort  to  reach  full  value  assessment.  What  Mr.  Benniou 
meant  is  this :  in  some  sections  we  have  actually  reached  full 
value,  no  doubt  in  some  instances  have  even  exceeded  it ;  and 
in  our  experience  the  only  practicable  way  of  accomplishing 
full  value  assessment  is  by  limitations  of  maximum  levies  and 
the  grading  of  the  counties  in  accordance  with  the  total  as- 
sessed valuation  of  same,  with  sufficient  latitude  to  each  class 
to  meet  the  revenue  requirements  of  the  people.  As  illus- 
trating the  necessity  of  such  limitation  we  note  that  in  the 
largest  county  of  the  state  the  county  assessor  gave  out  the 
figures  showing  the  valuation  of  the  property  of  the  county; 
immediately  the  members  of  the  school  board  saw  that  by  the 
application  of  the  maximum  levies  to  such  valuation  a  sum 
of  money  would  be  produced  that  would  permit  an  increase 
of  salary  to  the  teachers,  and  such  increase  was  at  once 
allowed.  Later,  when  it  became  necessary  to  make  reduc- 
tions in  valuations,  with  a  consequent  rescinding  of  the  in- 
creased salaries,  the  protest  and  outcry  of  the  teachers  were 
long  and  loud. 

It  seems  to  me  that  we  are  spending  too  much  money,  that 
taxes  are  too  high,  and  that  retrenchment  is  necessary.  The 
maximum  levies  have  been  too  high,  and,  being  so,  the  pres- 
sure to  levy  the  full  maximum  and  to  spend  all  that  can  be 
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thus  raised  has  been  practically  irresistible.  Attention  is 
called  to  the  expenditures  of  the  general  government.  The 
increase  is  alarming,  and  it  seems  to  me  that  the  time  has 
come  to  call  a  halt  in  these  things,  no  matter  whether  the  ex- 
travagance be  that  of  the  nation,  the  state,  the  county,  city, 
or  school  district.  In  conclusion,  I  want  to  say  that  we  have 
made  much  progress  this  year  in  the  matter  of  full  value 
assessments  and  hope  that  we  shall  be  able  to  improve  a  little 
each  year. 

Mr.  Samuel  T.  Howe,  of  Kansas:  We  have  actual  full 
value  in  Kansas.  I  do  not  mean  to  say  that  every  piece  of 
property  in  the  state  is  assessed  at  full  value.  In  assessment 
some  values  are  higher  than  full  value  and  some  are  below, 
and  with  the  present  machinery  for  equalization  the  inequali- 
ties cannot  all  be  removed.  This  is  a  crying  evil  which  can- 
not now  be  eliminated.  In  the  aggregate  we  have  full  value 
of  all  property,  I  believe.  Railroads  and  public  utilities  and 
corporations  are  kicking  and  everybody  is  kicking.  In  the 
nine  years  of  our  work  we  have  raised  the  total  value  of 
property  in  Kansas  from  $425,000,000  to  $2,981,000,000. 

Mr.  A.  M.  Sakolski,  of  New  York:  How  is  full  value  de- 
termined? I  would  like  to  know  how  it  is  determined.  Does 
not  "full  value"  mean  an  average  after  all,  or  does  it  mean 
that  every  piece  of  property  is  assessed  at  full  value  ?  In  the 
average  you  are  getting  full  value,  some  underassessed,  and 
some  overassessed. 

Mr.  Samuel  T.  Howte:  That  is  the  way  it  works  out,  but 
that  is  not  what  is  meant  by  the  law  by  any  means. 

Mr.  Thomas  E.  Lyons,  of  Wisconsin:  I  want  to  ask  the 
gentleman  from  Utah  how  he  determines  the  tax  rate  or  the 
tax  limitation  in  the  different  counties.  Is  that  by  legislative 
action,  or  by  some  administrative  board  ? 

Mr.  William  Bailey  :   It  is  fixed  by  the  legislature. 
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Mr.  Thomas  E.  Lyons:  The  legislature  determines  in  ad- 
vance what  the  rate  of  taxation  in  each  county  shall  be  ? 

Mr.  William  Bailey  :  It  fixes  maximum  rates  for  various 
purposes,  but,  of  course,  lower  rates  may  be  applied  by  the 
commissioners. 

Mr.  Thomas  E.  Lyons  :  Do  you  mean  that  there  is  a  maxi- 
mum limit  for  all  purposes,  or  that  each  separate  levy  is 
limited  ? 

Mr.  William  Bailey:  I  mean  that  each  separate  levy  is 
limited ;  the  levy  for  each  purpose,  which,  of  course,  makes  a 
maximum  for  all  purposes. 

Mr.  Thomas  E.  Lyons:  You  said  first  that  the  legislature 
determined  the  rate  under  a  classified  system. 

Mr.  William  Bailey  :   I  meant  the  maximum  rate. 

Mr.  Thomas  E.  Lyons:  Maximum  levy — then  who  deter- 
mines the  county  rate,  the  county  maximum? 

Mr.  William  Bailey  :  The  county  commissioners.  The 
state  board  of  equalization  fixes  the  rate  for  state  purposes, 
the  county  commissioners  for  county  purposes,  the  city  com- 
missioners for  city  purposes,  and  the  school  boards  for  school 
purposes,  all  subject  to  the  maximum  levies  allowed  by  law 
for  each  specific  purpose.  As  stated  by  Mr.  Bennion,  these 
maximum  levies  vary  according  to  the  assessed  valuation  of 
the  several  counties. 

Mr.  Thomas  E.  Lyons:  What  is  the  aggregate  for  state 
and  all  local  purposes? 

Mr.  William  Bailey:   About  16  mills. 

Prof.  T.  S.  Adams:   What  is  the  maximum?     I  think  Mr. 
Lyons'  point  is  this:  by  the  use  of  these  rates  you  must  leave, 
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by  reason  of  necessity,  an  indefinite  margin  so  large  that  that 
is  not,  in  most  states,  a  practicable  method  of  limiting  taxes. 
Mr.  Lyons  is  wondering  how  Utah  is  surmounting  that  diffi- 
culty. 

Mr.  William  Bailey:  Mr.  Adams'  suggestion  is  true  to 
some  extent,  but  the  objection  is  largely  overcome  by  our 
method  of  classification  of  counties. 

Mr.  Thomas  E.  Lyons:  The  subject  of  limitation  of  tax 
rates  as  an  aid  to  better  assessment  is  not  new  and  is  very 
interesting.  If  the  maximum  limit  beyond  which  the  rate  or 
levy  cannot  go  is  made  low  enough,  it  automatically  requires 
assessments  to  be  increased  in  order  to  raise  the  necessary 
amount  of  revenue.  In  trying  to  avail  ourselves  of  this  aid 
in  Wisconsin  we  have  found  the  situation  impracticable.  We 
have  a  flat  uniform  tax  limit  for  all  purposes  ranging  from 
3.5  per  cent  in  cities  operating  under  the  general  charter  law 
to  5  per  cent  in  other  districts,  and  the  average  tax  rate  for 
the  entire  state  is  about  16.5  mills  on  the  assessed  valuation. 
Under  those  circumstances  we  are  unable  to  derive  any  ad- 
vantage from  our  rate  limitation  in  the  normal  districts  and 
very  little  in  any  district.  This  is  probably  the  experience  of 
all  states  having  a  rigid  and  uniform  rate  limit. 

In  order  to  be  serviceable  as  an  aid  in  increasing  assess- 
ments the  limit  should  be  made  low  and  should  have  some 
degree  of  flexibility.  The  fiscal  necessities  of  a  new  and 
sparsely  settled  community  are  greater  in  proportion  to  the 
value  of  property  therein  than  in  older  and  better  developed 
communities.  If  rate  limitations  are  to  be  helpful  in  securing 
full  value  assessments,  they  must  be  adjusted  to  the  needs  of 
the  normal  district,  Avith  a  provision  permitting  an  increased 
levy  to  meet  emergencies  or  unusual  conditions  where  they 
are  shown  to  exist.  The  right  of  any  district  to  exceed  the 
prescribed  limitation  should  not  be  left  to  its  own  decision 
but  passed  upon  by  an  independent  board  of  authorization, 
such  as  the  tax  commission  or  other  disinterested  body  not 
subject  to  local  influence.  A  bill  reducing  our  rate  limita- 
tions and  providing  for  a  board  of  authorization  to  pass  upon 
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the  necessity  of  exceeding  these  limits  in  special  districts, 
framed  along  the  lines  recommended  for  that  purpose  by  a 
committee  of  this  body  at  the  San  Francisco  Conference,  was 
presented  to  the  Wisconsin  legislature  in  1915,  but  failed  of 
enactment. 

Notwithstanding  the  uselessness  of  our  present  limitation 
rates,  we  still  have  a  lower  tax  rate  than  that  mentioned  for 
the  state  of  Utah.  The  average  tax  rate  for  the  state  of  Wis- 
consin was  13.17  mills  for  all  property,  on  the  full  value 
basis.  The  rate  in  rural  districts  is  lower  than  in  urban  dis- 
tricts, the  former  being  practically  one  per  cent,  or  10  mills, 
and  the  latter  16.5  mills.  Of  course,  no  advantage  could  be 
derived  from  a  limitation  of  from  3.5  to  5  per  cent  under 
these  conditions.  I  do  not  now  recall  a  single  instance  where 
the  tax  rate  reached  the  maximum  limit  allowed  by  law.  I 
merely  point  out  that  rate  limitations,  in  order  to  be  effective, 
must  be  brought  close  to  the  practice  of  the  average  district 
and  in  addition  have  some  measure  of  flexibility,  so  that  the 
needs  of  the  abnormal  district  can  be  met.  This  can  only  be 
accomplished  by  a  competent  and  impartial  board,  authorized 
to  pass  upon  the  necessity  of  levies  in  excess  of  the  prescribed 
limits  in  special  cases. 

Chairman  Phillips:  I  understand  these  laws  have  that 
kind  of  elastic  clause  in  them.  Hasn't  the  law  in  Kansas 
such  a  clause  ? 

Mr.  Samuel  T.  Howe  :  It  has  a  clause  of  that  sort,  but  it 
is  inefficient  because  you  never  can  get  anything  out  of  the 
people  at  an  election,  to  raise  rates.  They  always  vote  against 
it.  But  the  Kansas  board  at  one  time  had  authority,  upon 
application  made  and  hearing  had,  to  establish  emergency 
rates  in  districts  where  the  general  levy  was  not  sufficient; 
there  were  a  great  many  applications  under  that  law,  and 
they  were  examined  very  carefully  and  possibly  the  larger 
per  cent  of  them  were  turned  down.  A  good  many  increases 
were  allowed.  I  remember  we  allowed  one  county  $35,000  as 
a  special  levy  to  build  bridges  swept  out  by  floods.  The 
people  all  wanted  it  and  yet  did  not  have  time  to  go  to  elec- 
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tion  and  get  it,  and  if  they  had  gone  some  agitation  might 
have  arisen  and  they  could  not  have  got  it.  The  following 
year  we  ourselves  prepared  a  bill  of  some  40  sections,  limit- 
ing all  tax  levies,  reducing  the  levies  for  all  municipal  sub- 
divisions as  they  existed  before  our  large  raise  in  the  values. 
That  is  still  in  force  and  beneficial  except  when  need  of  emer- 
gency relief  is  felt.  There  is  need  for  emergency  relief  in  a 
great  many  cases.  I  think  that  kind  of  statute  ought  to  be 
among  the  laws  of  every  state.  It  would  avoid  a  whole  lot  of 
this  trouble.  And  there  is  agitation  to  have  that  kind  of  law 
re-enacted  in  our  state. 

Mr.  Oscar  Leser,  of  Maryland:  I  would  suggest  it  would 
be  interesting  to  hear  from  some  one  from  Ohio,  where  I  un- 
derstand the  limit  is  not  in  so  many  mills  of  the  tax  rate  but 
in  such  a  per  cent  over  the  amount  of  money  levied  the  year 
before.  In  that  way  it  is  elastic  and  takes  care  of  every 
single  situation.  Something  like  six  per  cent  is  allowed  to  be 
levied  in  addition  to  the  amount  levied  the  year  before,  ex- 
cept in  certain  emergencies  or  to  cover  bond  issues  or  some- 
thing of  that  sort,  so  that  if  a  town  or  a  county  has  levied 
$100,000  in  one  year  it  can  levy  only  $106,000  the  next  year, 
even  though  the  taxable  basis  has  been  doubled. 

Mr.  Celsus  P.  Link  :  Mr.  Chairman,  we  have  in  Colorado 
a  tax  limit  levy  law  that  has  been  in  force  with  splendid  re- 
sults for  four  years.  We  have  on  state  funds  a  constitutional 
limit  of  four  mills.  At  the  present  time  we  have  for  state 
purposes  a  levy  of  1.6  mills.  In  the  counties  we  have  a 
specific  limit  upon  the  general  fund;  in  addition  to  this 
specific  limit  we  also  have  a  general  limit,  covering  all  funds, 
of  not  exceeding  five  per  cent  increase  for  any  one  year.  We 
have  these  limits  safeguarded  by  an  emergency  clause,  pro- 
tected in  two  ways.  If  the  limits  are  not  flexible  enough  to 
relieve  an  emergency,  on  application  to  the  tax  commission 
an  additional  levy  up  to  five  mills  may  be  granted ;  if  this  is 
not  sufficient,  by  posting  notice  the  people  may,  by  a  three- 
fourths  majority,  vote  any  amount  they  wish.  If  the  tax 
commission  denies  the  additional  increase,  the  people  may 
vote  on  the  question. 
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Mr.  A.  E.  James,  of  New  Mexico:  I  had  not  intended  to 
say  anything  about  the  appointment  of  assessors,  although  I 
did  want  to  say  something  about  tax  limit  laws;  but  just  a 
word  as  to  the  method  of  appointing  assessors,  before  we 
leave  that  topic.  I  cannot  understand  the  mental  operations 
of  people  who  favor  the  election  of  assessors.  I  simply  cannot 
understand  them.  If  you  were  a  business  man  you  would 
not  have  your  debtors  choose  your  bill  collectors,  and  that  is 
exactly  what  the  public  does  when  it  asks  the  public  to  elect 
the  assessor.  The  assessor  is  establishing  a  basis  on  which 
people  have  to  contribute  to  the  public  treasury,  and,  if  there 
is  any  officer  in  the  world  who  must  be  independent  of  the 
people  with  whom  he  deals,  it  is  the  local  assessor  or  the 
county  assessor  or  the  state  tax  commissioner. 

As  to  tax  limit  laws,  we  have  in  New  Mexico  two  statutes 
which  resemble  very  closely  the  statute  in  Colorado,  with  an 
exception  which  in  my  judgment  renders  it  somewhat  supe- 
rior to  the  Colorado  limitation.  The  New  Mexico  law  fixes 
limits  of  rates  beyond  which  the  taxing  authorities  cannot  go 
in  any  case.  Those  rates,  as  Mr.  Lyons  has  suggested,  are 
too  high  to  operate  as  any  real  limitation  upon  nine  out  of 
10  of  our  communities.  The  state  tax  last  year,  notwithstand- 
ing the  so-called  three  mill  limit,  increased  23  per  cent.  The 
local  levies,  not  because  of  the  operation  of  the  limit  upon  the 
rate,  but  because  of  the  operation  of  the  other  law,  did  not 
increase  materially.  The  law  which  is  most  important  in  New 
Mexico,  and  has  unquestionably  saved  us  within  the  last  year 
over  $350,000  in  extra  taxes,  was  drafted  on  the  theory  of  a 
percentage  of  increase  in  dollars  over  the  taxes  levied  in  the 
preceding  year.  That  extra  levy,  however,  is  subject  to  being 
suspended  upon  approval  by  the  tax  commission  —  any  pro- 
posed levy.  The  tax  commission  is  absolutely  the  last  author- 
ity in  determining  what  the  local  unit  may  or  may  not  do. 
The  tax  commission  has  no  authority  to  say  that  it  will  allow 
them  a  certain  levy  for  schools  and  will  not  allow  it  for  roads. 
After  the  tax  commission  has  said  whether  the  increase  ap- 
plied for  will  be  allowed  or  not,  the  local  board  determines 
how  that  money  shall  be  distributed,  and  although  that  is  sub- 
ject to  some  abuse — Mr.  Earnest,  secretary  of  our  commis- 
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sion,  called  my  attention  to  one  case  yesterday  —  still,  for 
practical  reasons,  I  believe  that  freedom  on  the  part  of  the 
local  authorities  is  necessary.  But  in  order  to  give  flexibility, 
in  order  to  have  a  limitation  which  will  limit,  I  think  it  is 
necessary  to  put  it  upon  the  amount  of  increase  in  dollars 
and  to  have  in  a  central  administrative  body  the  authority  to 
determine  when  an  emergency  exists  which  will  justify  an 
increase  greater  than  the  maximum  increase  allowed  without 
application  to  that  central  body. 

There  is  one  other  point:  in  the  western  states  we  have  a 
number  of  these  percentage  tax  limit  laws.  Arizona  has ;  so 
have  Colorado,  New  Mexico,  and  others.  The  Arizona  law  is 
defective  because  it  does  not  include  all  the  levies.  The  per- 
centage of  increase  should  apply  to  the  total  levy  which  the 
given  municipality  may  make.  With  us  this  only  applies  to 
counties  and  municipalities;  that  is,  towns,  cities,  and  vil- 
lages, and  the  state  may  levy  taxes.  The  county  limit  should 
apply  to  the  county,  the  town  limit  to  the  town,  and  so  on 
through.  And  we  need  in  addition  to  that  a  thing  we  have 
not  in  New  Mexico,  an  executive  budget  with  a  similar  five 
per  cent  limitation.  When  we  get  that  we  have  an  idea  that 
New  Mexico  will  be  able  to  tell  this  conference  something 
about  how  taxes  can  actually  be  kept  down  and  public  effi- 
ciency increased. 

Mr.  Jacob  P.  Dunn  :  I  want  to  ask  a  question.  Mr.  James 
said  that  he  would  not  elect  an  assessor  on  the  same  principle 
that  he  would  not  have  your  debtor  select  a  bill  collector  for 
him.  I  would  like  to  ask  if  he  were  in  business  and  going  to 
get  a  collector  whether  he  would  go  to  some  man  and  ask  him 
to  select  a  collector  for  him,  when  he  had  reason  to  believe 
that  that  man  would  get  a  collector  who  would  devote  his 
attention  to  digging  bait  instead  of  collecting  bills? 

Mr.  A.  E.  James:  Of  course,  the  answer  to  that  is  very 
easy.  The  business  man  selects  his  employees.  The  public  is 
the  business  man,  but  that  does  not  mean  popular  election  by 
any  manner  or  means.  It  does  moan  that  the  public  is  allow- 
ing somebody  to  act  for  it  far  enough  removed  so  that  the 
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public  interest  will  be  considered,  and  not  the  interest  of  John 
Jones,  in  selecting  its  assessor.  That  is,  I  think,  through 
civil  service.  It  is  the  only  possible  method  I  can  see  that 
will  really  solve  the  problem. 

Mr.  Jerome  T.  Congleton,  of  New  Jersey:  New  Jersey 
had  a  maximum  tax  rate  and  it  was  necessary  for  us  to  re- 
peal that  act.  It  may  be  that  you  have  not  the  same  situation 
in  your  states  with  respect  to  taxation  of  railroad  property  as 
we  have  in  New  Jersey.  The  same  year  the  maximum  tax 
rate  was  passed  in  New  Jersey  the  legislature  also  passed  a 
companion  act  with  respect  to  the  taxation  of  railroad  prop- 
erties. They  made  the  maximum  rate  low  because  under  the 
railroad  act  they  provided  that  main  steam  railroad  property 
should  be  taxed  at  the  average  state  rate,  so,  while  in  the  large 
cities  most  of  the  railroad  property  was  very  valuable,  it  was 
being  assessed  at  a  rate  a  great  deal  lower  than  other  prop- 
erty in  that  municipality.  The  next  year  it  was  necessary  to 
give  some  board  or  body  the  power  to  increase  the  rate  upon 
application  because  the  rate  wras  so  lowT  that  very  few7  of  the 
larger  municipalities  could  transact  their  business  legiti- 
mately at  the  rate  fixed.  The  very  next  year,  as  I  recollect, 
they  gave  to  county  tax  boards  the  power  to  increase  rates 
20  points  upon  application.  Even  that  did  not  work  satis- 
factorily and  a  year  or  two  ago  we  had  to  repeal  our  maxi- 
mum tax  rate  entirely.  I  simply  suggest  this  to  those  states 
now  considering  the  matter  so  you  may  have  both  sides  of  the 
question  wrhen  you  come  to  fixing  the  maximum  tax  rate  act. 
I  have  been  a  member  of  the  county  board  in  Essex  County 
for  several  years.  We  have  in  our  county  21  municipalities, 
including  Newark.  In  Newark  and  some  of  the  other  larger 
cities  in  our  county  the  mayor  appoints  the  local  board  of 
assessors.  In  those  cities  there  is  very  little  trouble.  We 
have  the  power  to  examine,  revise,  and  correct  the  assessments 
as  they  are  returned  to  our  county  boards  and,  without  notice, 
before  we  have  certified  the  duplicates,  it  is  our  duty  to  in- 
crease the  assessments  where  wre  find  them  low.  The  most  of 
our  trouble  has  been  in  the  municipalities  where  the  assessors 
are  elected.    They  devote  very  little  time  to  their  work.    They 
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cannot  afford  to  do  it  for  the  compensation  which  they  re- 
ceive. We  had  a  ridiculous  proposition  in  one  of  our  munici- 
palities of  a  local  assessor  getting  $40  a  year  for  assessing 
$2,000,000  of  property.  Of  course,  he  was  going  to  devote 
only  $40  worth  of  his  time  to  that  work.  It  is  not  reasonable 
to  suppose  that  in  the  smaller  municipalities,  where  we  have 
our  assessors  elected  for  a  three-year  term,  if  you  please, 
where  he  is  the  groceryman,  the  real  estate  agent,  the  butcher, 
the  assessor  will  use  the  judgment  that  the  tax  laws  contem- 
plate in  assessing  his  very  customers.  It  is  not  within  reason 
to  suppose  that  he  for  $40  or  $50  or  $75  is  going  to  ruin  his 
entire  business.  "With  the  power  to  appoint  local  assessors 
during  good  behavior  vested  in  some  central  body,  with 
power  to  transfer  them  from  one  district  to  another,  I  believe 
you  would  get  the  best  results  and  that  is  what  we  have  been 
aiming  for  in  New  Jersey  a  long  time.  We  have  had  bills 
introduced  in  the  legislature  for  several  years  past  to  accom- 
plish that  object,  but  as  yet  we  have  not  been  able  to  do  it. 

Mr.  George  G.  Tunell  :  The  subject  of  limiting  tax  levies 
is  up  in  California,  and  the  new  California  State  Tax  Com- 
mission recently  put  out  a  preliminary  statement  in  which  it 
discussed  subjects  like  this  and  invited  discussion.  I  was 
particularly  interested  in  an  effective  tax  limit  law  and  I 
wrote  Mr.  Seavey,  chairman  of  the  commission,  a  letter  which 
I  do  not  think  there  will  be  any  impropriety  in  reading  here. 

In  a  communication  to  the  people  of  California,  the  tax  commission 
laid  certain  matters  before  the  public  and  invited  discussion.  While  I 
am  not  a  member  of  the  press  of  the  state,  I  suppose  I  may  consider 
myself  a  part  of  the  public  and,  therefore,  am  included  in  the  invitation. 
This  opportunity  to  be  heard  on  the  vital  matters  before  you  should  be 
highly  appreciated  by  everybody. 

In  reading  your  statement  to  the  public  I  was  greatly  pleased  with' 
your  discussion  of  the  question  of  the  limitation  of  the  tax  rate  or,  more 
properly  speaking,  with  the  limitation  of  the  amount  of  taxes  that  may 
be  levied  from  year  to  year.  It  is  a  strarge  thing,  but  it  is  nevertheless 
true  that  the  great  mass  of  the  people  do  not  appear  to  realize  that 
taxes  depend  upon  two  things,  assessments  and  levies,  and  that  both  are 
variables. 

In  the  movement  that  is  now  well  under  way  for  checking  the  tremen- 
dous growth   in   public  expenditures,   all   over  this   country,   the   proper 
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framing  of  limitation  laws  will  play  an  important  role.  In  your  commu- 
nication you  say: 

It  should  be  pointed  out  that  the  limitation  of  the  tax  rate  under  the 
existing  tax  conditions  in  California  means  nothing  so  far  as  the  limita- 
tion of  expenditures  is  concerned. 

The  idea  seems  to  be  prevalent  among  a  large  number  of  people  that 
if  the  tax  rate  itself  is  limited  the  amount  of  taxes  thereby  will  be 
checked,  failing,  evidently,  to  recognize  the  fact  that  there  are  two  ele- 
ments which  enter  into  the  matter  of  taxation ;  first,  the  assessed  value, 
and,  second,  the  rate;  and  that  the  burden  of  tax  can  be  fluctuated  by 
the  manipulation  of  either  one  or  both  of  these  factors,  so  that  the 
country  that  votes  a  limitation  of  a  rate  with  the  hope  of  reducing  taxes 
or  controlling  them  is  resting  its  expectation  on  false  premises,  because  it 
only  needs  the  raising  of  the  assessed  value  to  increase  the  amount  of  tax. 

This  commission  would  suggest  that  the  only  effective  way  of  placing 
a  restriction  would  be  to  place  a  limit  upon  the  total  amount  of  taxes 
that  could  be  raised  yearly  in  a  given  county. 

Immediately  following  the  matter  I  have  just  quoted  you  refer  favor- 
ably to  the  manner  in  which  this  subject  is  handled  in  Arizona.  From 
your  statements  I  infer  that  you  really  had  New  Mexico  in  mind  rather 
than  Arizona.  In  my  opinion,  the  New  Mexico  statute  is  ideal,  while  the 
Arizona  laws  leave  very  much  to  be  desired.  You,  of  course,  know  that 
the  Sante  Fe  is  a  big  taxpayer  in  both  states,  and,  therefore,  that  I  am 
speaking  from  experience. 

In  Arizona  the  limitation  provisions  are  found  in  Sections  4839-4842  of 
the  Revised  Statutes  of  Arizona,  1913.  Section  5278  should  be  read 
with  the  sections  just  cited.  I  would  quote  these  sections  in  full,  but 
they  are  long  and  I  assume  that  you  have  this  volume  in  the  state 
library. 

I  will  point  out  what  I  consider  to  be  the  most  serious  defects  in  the 
Arizona  law: 

1.  The  attempt  to  extend  the  limitation  to  the  miscellaneous  sources 
of  revenue  makes  the  whole  law  unworkable  and  valueless.  At  the  time 
the  revenues  of  the  new  year  are  under  consideration  the  sums  realized 
from  miscellaneous  sources  for  the  preceding  year  are  not  always  avail- 
able, and,  therefore,  there  is  no  fixed  and  certain  basis  upon  which  to 
compute  the  allowed  10  per  cent  increase. 

2.  The  attempt  to  bring  under  the  limitation  the  miscellaneous  sources 
of  revenue  introduces  another  big  element  of  uncertainty.  We  find  that 
the  estimated  receipts  from  miscellaneous  sources  for  the  coming  year 
are  generally  low  as  compared  with  the  actual  receipts  of  the  year  just 
closed.  The  anticipated  revenues  from  miscellaneous  sources  are  esti- 
mated low  in  order  that  the  amount  asked  for  in  the  form  of  regular 
taxes  may  be  large. 

3.  Levies  for  school  purposes  do  not  fall  under  the  limitation  law. 
As  taxes  for  education  purposes  constitute  from  25  to  45  per  cent  of 
all  the  taxes  levied,  the  exclusion  is  very  important. 
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4.  There  is  doubt  as  to  whether  levies  made  to  raise  money  to  pay 
interest  on  bonds  are  included.  A  limitation  law  which  does  not  include 
levies  to  raise  money  to  pay  interest  on  bonds  is  a  boomerang.  Such  a 
limitation  law  •  increases  the  tax  burden  by  stimulating  the  issue  of 
bonds.  "When  the  limitation  upon  the  amount  of  taxes  that  may  be 
levied  really  becomes  effective,  resort  is  had  to  a  bond  issue,  which  puts 
a  long  standing  burden  on  the  community  and  generally  a  heavy  one. 

5.  In  section  4839  the  following  language  appears: 

Ten  percentum  greater  in  amount  that  the  total  sum  levied  and  col- 
lected for  other  than  school  purposes  from  all  sources  during  the  next 
year  prior  to  that  in  which  the  levy  is  made. 

I  do  not  like  the  double  standard  set  up  by  the  words  "levied  and 
collected. " 

6.  So  far  as  enforcing  his  rights  in  court  are  concerned,  the  Arizona 
law  is  practically  worthless  to  a  taxpayer.  In  preparing  his  case  for 
the  court  he  would  have  to  employ  an  expert  accountant  to  work  up  the 
statistics. 

It  is  a  pleasure  to  pass  from  the  complex  and  unworkable  Arizona  laws 
to  the  simple  and  easily  understandable  and  workable  New  Mexico  law. 
This  law  is  so  short  that  I  will  quote  it  in  full: 

"CHAPTER  74 

' '  An  Act  Limiting  the  Amount  That  may  be  Raised  by  Tax  Levies 
by  Counties,  Cities,  Towns  and  Village  School  Districts. 

"S.  B.  No.  51;  Approved  March  15,  1915. 

"Be  it  Enacted  by  the  Legislature  of  the  State  of  New  Mexico: 

"Section  1.  No  county,  city,  frown,  village,  or  school  district  shall  in 
any  year  make  tax  levies  which  will,  in  the  aggregate,  produce  an  amount 
more  than  five  per  cent  in  excess  of  the  amount  produced  by  tax  levies 
therein  during  the  year  preceding,  except  as  hereinafter  provided. 

' '  Section  2.  In  case  the  amount  desired  to  be  produced  by  tax  levies 
is  more  than  five  per  cent  greater  than  the  amount  produced  in  the  year 
preceding,  such  fact  shall  be  set  forth  in  the  form  of  a  special  request 
and  filed  with  the  State  Tax  Commission.  In  case  the  State  Tax  Com- 
mission approves  such  proposed  increase  it  shall  specifically  authorize  tho 
same;  if  it  disapprove,  it  shall  so  state  with  its  reasons  therefor,  and  its 
derision  shall  be  final. 

"Section  3.  All  acts  and  parts  of  acts  in  conflict  with  the  provisions 
of  this  act  are  hereby  repealed. ' ' 

You  will  note  that  the  New  Mexico  law  includes  all  tax  levies,  but 
that  it  does  not  attempt  to  cover  the  miscellaneous  sources  of  revenue. 
You  will  also  note  that  it  is  so  worded  that  anybody  can  quickly  deter- 
mine whether  the  aggregate  of  the  levies  exceeds  the  five  per  cent  increase 
allowed  by  law.  An  illustration  will  make  the  point  clear.  Suppose 
the  assessed  value  of  a  given  county  in  the  year  1915  was  $10,000,000  and 
the  aggregate  of  the  levies  one  per  cent.     The  total  amount  ' '  produced ' ' 
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by  the  tax  levies  was  $100,000.  Under  the  law  $105,000  can  be  raised 
for  1916.  It  is,  of  course,  easy  for  any  taxpayer  to  obtain  the  assessed 
value  of  1916  any  time  after  the  tax  rolls  are  completed.  Knowing  the 
aggregate  amount  that  can  be  levied,  and  knowing  the  aggregate  assessed 
value,  the  taxpayer  can  readily  determine  whether  the  rate  charged  on 
his  tax  bill  exceeds  the  rate  allowed  by  law.  And,  what  is  more  impor- 
tant, if  the  taxpayer  interests  himself  while  the  levies  are  under  consider- 
ation he  can  quickly  determine  for  himself  whether  a  rate  contemplated 
by  the  county  commissioners  exceeds  the  lawful  limits.  If  it  does,  he  is 
in  a  position  to  make  a  showing  before  the  county  commisioners  and  can 
generally  obtain  redress  without  going  to  court. 

I  think  I  failed  sufficiently  to  emphasize  that  point  in  my 
letter.  To  be  effective  it  should  be  possible  for  the  taxpayer 
to  go  before  the  county  commissioners  or  the  other  tax  levying 
bodies  and  make  out  a  case.  As  a  general  thing,  his  showing 
will  be  recognized  and  the  levy  made  in  accordance  with  the 
law.  Most  taxpayers  do  not  care  to  go  into  court,  and  in  the 
case  of  the  great  bulk  of  taxpayers  the  amount  involved  is 
not  sufficient  to  warrant  them  in  going  into  court. 

Ninety-nine  one-hundredths  of  the  proposition,  in  my  opin- 
ion, lies  in  the  ability  of  the  taxpayer,  without  the  services  of 
a  lawyer  to  interpret  the  law  and  without  the  services  of  an 
accountant,  to  go  before  the  tax  levying  authorities  and  show 
that  they  have  exceeded  the  limits  set  up  by  the  law.  I  am 
happy  to  say  that  in  most  cases  where  this  is  done  the  tax 
levying  authorities  do  take  the  facts  into  consideration  and 
act  in  accordance  with  them. 

I  think  this  New  Mexico  statute  is  perfectly  clear,  except  possibly 
in  one  respect  the  words  "produce"  and  "produced"  might  be  differ- 
ently interpreted  by  different  persons.  It  was  intended  that  these  terms 
should  mean  produced  mathematically ;  that  is,  the  assessment  multiplied 
by  the  rate  produces  a  certain  sum.  Of  course,  these  words  are  not 
intended  to  convey  the  amount  the  levy  actually  brought  into  the  treas- 
ury. Such  an  interpretation  would  defeat  both  simplicity  and  work- 
ableness. Fortunately  in  New  Mexico  the  attorney  general  and  the  tax 
•commission  were  of  the  opinion  that  the  law  meant  just  what  I  have 
stated  it  means.  You  may  be  able  to  formulate  a  law  which  will  be 
even  better  than  the  New  Mexico  law.  I  hope  you  can  find  substitutes 
for  the  words  "produce"  and  "produced"  which  will  not  be  open  to 
different  interpretations. 

The  10  per  cent  increase  from  year  to  year  allowed  in  Arizona  is  too 
large.     To  be  sure  the  five  per  cent  increase  in  New  Mexico  may  in  some 
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cases  be  too  small.  The  New  Mexico  statute  is,  however,  flexible  and 
on  proper  showing  the  state  tax  commission  will  make  allowance  for 
such  conditions. 

The  situation  in  New  Mexico  is  slightly  confused  by  the  fact  that  thfr 
limitations  fixed  by  Chapter  74  are  imposed  upon  or  added  to  the  limits 
fixed  in  section  12  of  Chapter  54  expressed  in  mills.  Chapter  54  fixes  a 
limit  to  the  levies  that  may  be  made  for  state  purposes.  The  acts  just 
referred  to  form  a  part  of  the  Session  Laws  of  New  Mexico,  Second 
Legislature  1915.  and  may  be  found  in  the  back  part  of  New  Mexico 
Statutes  Codification  1915. 

There  is  a  good  article  on  the  operation  of  the  New  Mexico  laws  in 
the  July  number  of  the  New  Mexico  Tax  Keview. 

I  am  glad  to  say  that  in  New  Mexico  the  tax  commission 
has  made  every  effort  to  carry  out  the  spirit  of  the  law.  It 
has  acted  upon  every  case  after  full  showing  of  the  facts. 
Some  cases  it  has  approved  and  others  it  has  turned  down. 
I  want  to  say  one  word  more,  if  I  may,  about  the  Arizona 
law.  There  has  been  more  than  one  attempt  to  get  around 
the  law  by  the  issue  of  bonds.  Yuma  County,  Arizona,  is  a 
striking  example.  The  question  as  to  whether  the  limit  ap- 
plies to  interest  and  sinking  funds  on  bonds  is  now  in  the 
courts. 

Prof.  T.  S.  Adams  :  I  want  to  sum  up  a  few  things  which 
I  think  may  be  of  practical  value  as  representing  botli  the 
results  of  thought  and  experience.  This  question  is  very  ob- 
viously different  in  different  sections  of  the  country.  It  is; 
perfectly  plain  to  anybody  who  observes  conditions  that  things 
which  may  be  possible  in  some  states  may  be  impossible  in 
other  states. 

The  easiest  thing,  which  has  helped  greatly  in  California, 
Colorado,  Oregon,  and  elsewhere,  is  the  lengthening  of  the 
term  of  the  assessor.  There  is  a  perfectly  practicable  thing 
which  has  done  good  wherever  adopted  and  is,  comparatively 
speaking,  easy  of  legislative  accomplishment.  The  second 
thing,  which  is  more  difficult,  but  which  can  be  achieved  fre- 
quently by  beating  the  devil  around  the  stump,  is  the  exten- 
sion of  the  assessment,  district  so  that  a  man  may  give  a  larger 
portion  of  his  time  to  his  work.  The  third  thing  is  adequate 
salaries.     While  this  is  by  no  means  a  solution  of  the  ques- 
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tion,  as  increasng  the  pay  does  not  always  increase  the  intelli- 
gence of  the  worker  or  the  capacity  of  the  official,  my  own 
conclusion  is  that  it  does  accomplish  some  good.  Salaries  are 
too  low  to  get  good  men,  and,  on  the  whole,  increasing  the 
salary  will  work  immeasurably  and  appreciably  in  getting 
better  men.  The  next  thing  is  the  tax  limit  law,  after  the 
fashion  of  the  New  Mexico  or  Colorado  act;  and  I  am  intro- 
ducing that  here  merely  because  it  so  greatly  relieves  the 
work  of  the  assessor.  Next  of  all,  and  as  important  as  any- 
thing I  have  mentioned,  but  more  difficult  of  legislative  en- 
actment, is  the  reassessment  power.  Nothing,  I  think,  so 
effectively  increases  the  character  of  assessment  work  as  that. 
I  believe  that  reassessment  is  easier  of  accomplishment  than 
most  people  think,  if  care  is  taken  in  the  phraseology  of  the 
bill.  We  have  to  make  this  appear  as  a  court  review,  so  far  as 
possible,  and  as  little  as  possible  like  the  mailed  fist  of  a  cen- 
tral tax  authority.  Language  is  very  important  here.  Fin- 
ally, I  should  say  something  as  to  the  manner  of  selection, 
for  fitness — civil  service  selection.  I  was  very  interested  to 
hear  Mr.  Purdy  say  that  this  much-despised  civil  service 
method  has  worked  in  New  York  City.  It  has  worked  in 
Wisconsin ;  and,  if  it  is  administered  by  a  sensible  civil  ser- 
vice commission,  it  will  work  elsewhere.  I  leave  as  open  the 
question  of  appointment  versus  election. 

Mb.  Lawson  Purdy,  of  New  York :  On  the  program  this 
morning  is  the  topic  of  equalization  and,  if  the  discussion  of 
the  appointment  of  assessors  is  practically  over,  it  may  be 
that  some  of  the  recent  experience  in  the  state  of  New  York 
may  be  helpful  to  some  states  on  this  matter  of  equalization. 

During  the  last  five  years  we  have  passed  several  acts  which 
most  of  us  think  have  been  distinctly  helpful  as  providing 
automatic  means  that  tend  to  bring  about  fairer  equalizations 
between  towns  within  a  county  and  between  counties  in  de- 
termining the  amount  of  state  tax  which  each  county  shall 
pay.  In  the  state  of  New  York  we  only  equalize  real  prop- 
erty. The  state  board  of  equalization  is  composed  of  various 
elective  state  officers  and  the  state  board  of  tax  commissioners. 
Most  of  us  would  like  to  eliminate  state  officers  other  than  the. 
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state  board  of  tax  commissioners.  The  state  board  of  tax 
commissioners  is  equipped  to  do  the  work  and  gather  the  in- 
formation that  is  necessary  in  order  that  an  equalization  may 
equalize.  We  provided  a  few  years  ago  that  boards  of  super- 
visors —  those  boards  are  the  legislative  and  administrative 
bodies  of  the  counties — must  in  determining  the  equalization 
of  the  county  prepare  a  table  showing  the  assessed  real  estate 
value  of  each  town  and  the  percentage  of  true  value  at  which 
each  town  is  assessed ;  they  must  raise  the  assessment  then  to 
full  value  and  equalize  at  the  average  ratio  for  the  county 
so  that  each  town  shall  be  raised  or  lowered  to  that  ratio. 
They  must  then  certify  that  table  to  the  state  board  of  tax 
commissioners.  The  state  board  of  tax  commissioners  assesses 
certain  property  of  public  service  corporations  and  is  re- 
quired now  to  equalize  that  assessment  in  harmony  with  the 
equalization  ratio  of  each  town  as  they  shall  determine  it.  It 
becomes  obviously  the  desire,  therefore,  for  each  town  to  pro- 
cure as  high  an  equalization  ratio  as  possible  in  order  that  it 
may  bear  as  small  a  county  tax  as  possible,  and  in  order  that 
public  service  corporations  may  pay  as  large  a  percentage  of 
their  full  value  as  possible.  The  result  is  that  public  service 
corporations  are  generally  active  to  urge  a  low  equalization 
ratio  and  present  evidence  to  prove  their  case.  Town  officials, 
on  the  other  hand,  are  interested  in  obtaining  a  high  ratio 
and  are  interested  in  producing  evidence  to  prove  their  case. 
The  result  is  that  the  state  board  without  expense  to  it  ob- 
tains a  good  deal  of  information  from  public  service  corpora- 
tions and  from  town  officials.  I  am  sure  that  those  familiar 
with  the  work  of  the  state  board  in  the  last  few  years  are  all 
satisfied  that  the  evidence  now  accumulated  in  the  office  of 
the  state  board  concerning  the  actual  ratio  of  assessment  in 
every  town  in  the  state  of  New  York  is  vastly  greater,  and 
that  the  equalization  that  we  will  have  this  year  as  between 
towns  with  reference  to  the  state  will  be  greatly  improved  as 
the  result  of  this  recent  legislation. 

Chairman  Phillips:   May  I  inquire  if  this  equalization  is 
made  by  varying  the  rate  of  levy  in  each  division  ? 
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Mr.  Lawson  Purdy  :  No,  solely  by  raising  or  lowering  the 
assessed  value  of  real  estate  so  as  to  determine  the  amount  of 
county  taxes  the  town  shall  pay,  and  the  amount  of  state  tax 
the  county  shall  pay.  Then,  that  amount  being  determined, 
the  tax  rate  is  fixed  at  a  poiut  to  raise  the  amount  required. 

Chairman  Phillips:  Then  there  is  no  putting  on  a  hori- 
zontal increase. 

Mr.  Lawson  Purdy  :  There  is  no  alteration  in  the  local 
assessment  roll  at  all  as  to  items.  It  is  solely  determined 
with  reference  to  aggregates,  so  that  at  once  the  contribution 
of  county  tax  and  state  tax  shall  be  so  fixed  that  it  will  pay 
its  actual  share  of  the  whole  as  nearly  as  that  can  be  deter- 
mined. 

Prof.  Horace  Secrist,  of  Illinois:  I  want  to  divide  the 
discussion  of  a  tax  levy  limit  law  into  two  parts,  if  I  may. 
Such  a  law,  as  we  see  it  from  the  academic  viewpoint,  is  en- 
acted for  two  purposes. 

In  the  state  of  Utah,  as  has  been  claimed  this  afternoon,  its 
primary  purpose  is  to  force  assessed  values  up  to  the  true 
cash  value  basis.  In  other  states,  such  a  law  is  intended 
primarily  as  a  curb  on  public  expenditures.  These  two 
aspects  should  be  kept  separate. 

The  old  bugaboo  to  the  taxpayer  has  been  the  tax  rate. 
The  value  placed  upon  his  property,  because  it  was  gener- 
ally below  cash  value,  has  given  him  no  alarm.  It  has  been 
the  tax  rate  which  he  connected  with  high  taxes  and  against 
which  he  protested.  In  a  sense,  he  is  correct  in  his  attitude, 
since,  except  administratively,  there  is  no  virtue  in  100  per 
cent  valuations  as  such.  Capital  value  with  us  is  an  assess- 
ing expedient  only.  What  is  sought  is  equal  valuation,  and 
equality  is  as  logically  possible  on  a  70  per  cent  as  on  a  100 
per  cent  basis.  Moreover,  to  insist  on  100  per  cent  value  for 
all  property  is  to  adhere  to  the  theory  of  the  general  prop- 
erty tax — now  so  effectively  exploded  in  practice — that  to  tax 
all  property  at  the  same  value  (and  at  the  same  rate)  results 
in  equality  and  uniformity.    The  movement  for  classification 
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of  taxation  is  a  protest  against  this  mistaken  concept.  The 
law  still  calls  for  100  per  cent  values,  but  the  laws  generally 
are  still  written  from  the  point  of  view  of  an  unclassified 
general  property  tax. 

Moreover,  tax  levy  limit  laws  are  addressed  to  the  problem 
of  increasing  public  expenditure.  If  I  read  American  and 
other  history  aright,  public  expenditure  is  going  to  increase 
because  people  want  it  to  increase.  To  impose  a  tax  levy 
limit  law  is  to  presume  that  there  exists  some  sort  of  equilib- 
rium between  the  amount  of  income  spent  publicly  and  that 
spent  privately.  It  is  in  keeping  with  the  American  idea 
that  localities  must  be  protected  against  themselves.  There 
is  every  evidence  to  show  that  people  want  expenditures  to 
increase.  What  they  emphatically  do  not  want  is  the  burdens 
to  be  inequitably  distributed.  Moreover,  they  want  dollar  for 
dollar  value  received  for  expenditure  made.  To  suppose  that 
either  of  these  needs  is  secured  by  the  imposition  of  a  tax 
levy  limit  law  is,  in  my  judgment,  to  suppose  something 
which  will  not  be  realized.  I  want  to  call  your  attention  to 
the  American  history  on  the  matter  of  state  and  local  debt 
limits. 

Rigid  constitutional  and  statutory  limitations  on  public  bor- 
rowing have  characterized  public  finance  since  1844  for  our 
states,  and  since  1873  for  our  municipalities,  yet  I  think  no 
one  conversant  with  the  facts  will  maintain  that  in  the  matter 
of  local  finance  these  rigid  restrictions  have  prevented  the 
abuse  of  local  credit.  The  solution  of  the  problem  of  expen- 
ditures, whether  made  currently  or  as  a  result  of  the  bor- 
rowing power,  is  not  to  be  had  along  the  line  of  this  type  of 
restriction.  German  cities  have  practically  no  limits  what- 
ever to  their  expending  power  and  yet  we  must  agree  that  the 
"  general  welfare  "  is  probably  more  fully  conserved  there 
than  in  any  other  municipalities  in  the  world.  The  proper 
approach  to  the  problem  of  increasing  expenditures  is  to 
acknowledge,  first,  that  they  will  increase,  and,  second,  that 
they  ought  to  increase,  and  then  in  the  light  of  both  proceed 
as  is  done  in  the  case  of  the  ordinary  business  corporation, 
by  setting  up  an  executive  budget,  uniform  accounts,  etc.  In 
this  way  only,  as  I  view  it,  are  we  able  to  eliminate  waste  and 
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to  guarantee  economy.  Moreover,  this  is  the  scientific  way  to 
solve  the  problem.  The  other  stands  condemned  in  the  fail- 
ure, during  more  than  half  a  century  of  trial,  of  our  debt 
limit  legislation. 

To  use  tax  levy  limit  laws  to  curb  expenditures  or  to  bring 
values  up  to  the  true  cash  value  basis  is  wrong  because  it  will 
not  do  the  former  effectively  and  it  need  not  accomplish  the 
latter.  Moreover,  there  is  no  merit  in  true  value,  as  such. 
The  merit  is  in  equal  values. 

Prof.  T.  S.  Adams:  I  would  ask  the  gentleman  if  there  is 
any  virtue  in  obeying  the  law  and  any  lack  of  virtue  in 
perjury. 

Prop.  Horace  Secrist  :  There  is.  So  long  as  the  law  says 
that  property  shall  be  valued  at  true  value,  true  value  is  to 
be  the  aim.  But  we  are  striving  as  best  we  may  to  remove 
the  fiction  of  the  general  property  tax  from  our  tax  law. 

Prop.  T.  S.  Adams:  About  75  per  cent  of  the  state  laws 
say  that. 

Prop.  Horace  Secrist  :  It  should  be  80  per  cent  or  100  per 
cent  if  that  is  what  the  law  says,  but  it  is  the  law  to  which  I 
am  objecting  and  the  fiction  upon  which  it  proceeds. 

Prof.  T.  S.  Adams:  The  starting  point  of  this  discussion 
was  largely  the  feeling  that  they  do  not  wTant  to  have  either 
the  sloppy  job  done  or  that  they  themselves,  personally,  do  not 
wTant  to  engage  in,  or  wink  at,  or  connive  at  law-breaking.  I 
do  not  think  as  a  matter  of  fact  that  your  point  is  well  taken. 
Omitting  the  portions  debatable,  that  point  is  undebatable. 
In  essence  the  law  exists,  and  any  departure  from  it  is  de- 
moralizing. 

Prof.  Horace  Secrist:    If  the  law  says  100  per  cent,  100 
per  cent  should  be  striven  for.    One  hundred  per  cent  has  no 
more  virtue  than  80  per  cent  or  40  per  cent. 
10 
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Me.  George  G.  Tunell  :  Hasn  't  it  the  virtue  of  simplicity, 
for  the  reason  that  at  100  per  cent  value  comparison  is  simple  ? 
I  think  it  makes  a  great  deal  of  difference  whether  it  is  on  a 
100  per  cent  basis  or  on  a  fractional  basis,  particularly  if 
that  fractional  basis  or  percentage  basis  is  not  clearly  stated 
in  the  law  but  is  left  to  the  taxing  officials  to  fix  in  their  own 
minds. 

Mr.  Celsus  P.  Link:  I  want  to  reply  to  Mr.  Secrist  on 
that  proposition.  I  think  he  is  mistaken  in  the  premise  as  to 
its  being  purported  to  force  values  up.  It  is  to  prevent  de- 
signing officials  from  butchering  values.  Speaking  personally 
for  Colorado,  and  I  think  I  can  speak  equally  well  of  our 
neighboring  states  of  Wyoming,  New  Mexico,  and  Arizona, 
nobody  there  has  any  idea  of  forcing  values  up.  It  is  to  pre- 
vent outrages  by  the  local  officials  who  have  in  those  states 
always  butchered  the  values.  No  central  body,  I  am  sure, 
wants  to  force  values  up ;  nobody  wants  more  than  full  value. 

Prof.  Horace  Secrist:  I  understand  one  merit  of  the 
Utah  law  to  be,  by  those  who  are  speaking  for  it,  that  they 
have  been  able  to  push  values  up ;  that  the  old  rate  was  about 
36  mills,  I  think  I  heard  it  said,  and  that  now  under  the  new 
law  it  is  15  mills.  In  other  words,  the  valuations  have  gone 
up  and  the  rate  gone  down.  If  this  results  in  greater  equal- 
ization of  burdens,  it  is  good.  But  the  primary  reason  for 
such  a  law  is  to  curb  public  expenditure.  There  is  no  getting 
away  from  this  conclusion.  It  is  the  main  purpose  in  Ohio 
and  other  places.  To  me,  it  appears  a  very  crude  method  of 
solving  a  difficult  problem.  A  very  much  more  scientific 
method  is  to  secure  responsibility  by  means  of  a  budget. 
Moreover,  such  laws  raise  a  false  presumption ;  a  presump- 
tion that  there  should  be  a  limit  imposed  to  local  expenditures. 
I  cannot,  under  any  theory  of  state  activity,  tell  what  the  tax 
levy  limit  law  should  be,  for  instance,  for  the  city  of  Chicago. 
If  it  is  so  low  as  to  prevent  the  city  from  taking  over  its 
street  railways  and  it  desires  to  take  them  over,  then  I  say 
we  should  have  no  such  law.  The  only  way  to  correct  exces- 
sive and  wasteful  expenditure  is  through  an  executive  budget 
and  an  effective  accounting  system. 
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Mr.  Oscar  Leser:  The  question  raised  by  the  gentleman 
from  Northwestern  University  interested  me  very  much  be- 
cause I  have  given  some  little  attention  to  this  problem  of 
full  valuation  and  why  it  is  better  that  an  assessment  should 
be  at  100  per  cent  rather  than  at  some  other  per  cent,  even 
though  the  fractional  valuation  be  fixed  in  the  law.  There  are 
a  number  of  states  where  the  law  itself  fixes  a  fractional  val- 
uation. I  believe  in  Alabama  it  is  70  per  cent;  in  the  District 
of  Columbia  it  is  two-thirds  for  real  estate ;  in  Illinois  it  is 
one-third ;  in  Iowa  one-fourth ;  and,  I  believe,  in  Idaho  it  is 
one-fourth.  Minnesota  has  different  ratios  for  different  classes 
of  property.  These  are  a  few  examples  of  legalized  fractional 
valuation.  Of  course,  theoretically,  it  is  possible  to  equalize 
on  any  basis,  10  per  cent  of  the  value,  75  per  cent  of  the  value, 
100  per  cent  for  that  matter,  or  at  1,000  per  cent,  provided 
the  assessments  are  all  at  the  same  ratio  of  value.  On  the 
question  as  to  which  is  the  best  ratio,  I  contend  that  the  best 
ratio  is  the  actual  value  of  the  thing  as  nearly  as  it  can  be 
ascertained,  and  the  chief  reason  for  this  is  that  it  avoids 
calculation,  and  above  all  it  instantly  shows  up  any  over  or 
underassessment.  When  you  have  a  ratio  of  even  one-quarter 
you  have  underassessments  just  the  same.  In  Illinois  for 
years  they  had  a  ratio  of  one-fifth,  recently  changed  to  one- 
third.  I  understand  the  reason  for  this  was  to  avoid  the 
accumulation  of  debt,  there  being  some  constitutional  pro- 
vision that  the  debt  should  not  exceed  a  certain  per  cent  of 
the  assessed  value.  In  Chicago  they  had  to  build  a  drainage 
canal,  and,  to  beat  the  devil  around  the  bush,  they  erected  a 
drainage  district  which  included  Chicago  but  had  its  own  in- 
dependent debt  limit. 

There  are  underassessments  just  the  same  in  those  states 
where  they  have  legalized  fractional  value.  I  think  it  is  even 
more  serious  than  in  states  where  full  valuation  is  legalized, 
because  every  dollar  of  underassessment  is  magnified.  Where, 
for  instance,  the  legal  basis  is  20  per  cent,  every  $1.00  of  un- 
derassessment is  the  same  as  $5.00  on  a  full  valuation.  It 
does  not  look  as  big  and  thus  deceives  the  public.  Of  course, 
it  is  worse  where  there  is  a  legal  standard  and  it  is  departed 
from  by  custom ;  because  then  there  enters  the  element  of 
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caprice  and  you  have  no  uniformity.  While  every  man  be- 
lieves that  he  is  getting  the  best  of  his  neighbor,  many  are 
being  cheated.  When  the  legal  standard  at  full  valuation  is 
put  in  force,  the  man  who  is  overassessed  can  easily  prove  his 
case,  since  the  only  question  is  what  is  the  value  of  his  prop- 
erty ;  and  these  excessive  assessments  stand  out  like  a  row  of 
heads  over  a  fence.  Whereas,  when  there  is  a  customary  de- 
parture from  the  legal  standard,  there  may  be  all  manner  of 
inequality  without  anybody  knowing  it.  Even  those  who  sus- 
pect it  are  afraid  to  say  so  because  they  know  they  are  assessed 
at  less  than  the  law  says  and  are  naturally  afraid  to  disclose 
the  truth,  because  they  may  be  raised  up  to  the  legal  limit. 
For  that  reason  I  think  there  is  no  question  as  to  the  best 
level  at  which  to  assess  property. 

"Full  valuation,"  what  does  it  mean?  It  does  not  mean 
what  a  railroad  company  would  have  to  give  for  a  piece  of 
land,  or  what  it  would  bring  in  condemnation  proceedings; 
neither  does  it  mean  what  a  sheriff's  sale  would  bring.  But 
there  is  a  sort  of  "twilight  zone".  There  must  necessarily  be 
a  difference  of  opinion.  Naturally  assessments  will  tend 
rather  to  the  lower  level  than  to  the  higher,  and  that  is  why 
if  you  apply  the  acid  test,  even  in  full  valuation  so-called, 
you  may  find  some  difference  between  that  assessment  and 
what  the  property  would  bring  under  the  most  favorable 
conditions. 

Chairman  Phillips:  I  would  like  to  ask  the  judge  if  in 
Maryland  there  is  any  state  equalization  at  anything  like  this 
full  cash  value. 

Mr.  Oscar  Leser  :  We  have  no  state  equalization  in  Mary- 
land as  such :  that  is  to  say,  we  have  no  inter-county  equaliza- 
tion, although  we  have  a  central  body  with  supervisory  powers 
over  local  assessments. 

Mr.  A.  H.  Davison,  of  Iowa :  Mr.  Leser  has  spoken  of 
Iowa  assessing  on  a  25  per  cent  basis.  That  is  a  mistake.  The 
statute  of  Iowa  requires  the  listing  of  property  at  its  full 
market  value.  This  100  per  cent  statute  was  enacted  so  that 
the  property  should  be  put  upon  the  tax  lists  and  then  as- 
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sessed  at  a  tax  value  of  25  per  cent.  That  was  for  the  reason 
that  in  1897  when  the  code  was  enacted  we  found  our  prop- 
erty assessed  at  about  25  per  cent  of  its  market  value,  and 
debts  under  the  limitation  of  the  constitution  were  limited  to 
five  per  cent  of  25  per  cent;  to  enact  a  100  per  cent  assess- 
ment statute  would  immediately  multiply  the  debt-making 
power  by  four,  and,  to  avoid  that,  property  has  been  put 
upon  the  tax  lists  at  25  per  cent  under  the  authority  of  the 
code. 

Mr.  Thomas  E.  Lyons:  May  I  say  one  word  in  answer  to 
the  argument  which  we  meet  often  and  almost  everywhere; 
namely,  that  it  is  impossible  to  tell  what  true  value  is.  For 
my  part  I  think  it  is  absurd.  Under  the  ad  valorem  system 
every  citizen  is  supposed  to  pay  taxes  according  to  the  value 
of  his  property,  and  this  requires  that  the  value  be  ascertained 
at  stated  intervals.  Of  course,  the  problem  is  often  difficult, 
but  it  is  not  impossible.  Value  is  recognized  in  our  constitu- 
tion and  laws,  is  applied  as  a  test  by  courts,  commissions,  and 
administrators  everywhere,  and  underlies  the  whole  world  of 
commercial  transactions.  The  argument  that  it  cannot  be 
ascertained  or  determined  flies  in  the  face  of  universal  ex- 
perience. 

What,  then,  is  value  1  It  comprises  all  the  elements  that  go 
to  give  worth  to  property — everything  that  would  affect  the 
judgment  of  a  buyer  and  seller — and  the  best  evidence  of  this 
value  is  what  the  same  or  similar  property  sells  for  under 
normal  conditions.  This  is  the  test  which  courts  have  ap- 
plied time  out  of  mind  and  which  controls  in  commercial 
dealings.  Now  it  may  be  and  is  true  that  the  assessment 
cannot  follow  the  selling  price  in  every  instance,  because  sell- 
ing prices  zigzag  up  and  down.  When  we  speak  of  sales  as 
being  the  best  evidence  of  value,  we  do  not  mean  the  price 
paid  or  received  for  each  individual  article  or  description  of 
property,  but  the  common  level  of  prices  paid  for  the  same 
or  similar  property.  This  requires  the  exclusion  of  sales 
which  do  not  represent  normal  transactions.  The  merit  of 
the  normal  sales  basis  of  value  is  that  it  represents  the  com- 
posite judgment  of  all  who  buy  and  sell  or  deal  in  that  com- 
modity.    If  we  depart  from  this  standard,  we  are  relegated 
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to  the  varying  judgments  and  even  caprices  of  individual 
assessors,  and  all  hope  of  uniformity  is  gone. 

In  Wisconsin  the  five  years'  sales  average  is  used  as  the 
basis  for  valuing  real  estate  and  twelve  years'  experience  has 
demonstrated  its  practical  reliability.  Where  the  sales  are 
sufficient  in  number  and  the  conditions  are  normal,  we  have 
found  it  very  satisfactory.  A  concrete  test  of  the  reliability 
of  this  method  is  furnished  in  case  of  reassessment.  An 
analysis  of  the  result  of  the  reassessment  of  27  different  dis- 
tricts made  during  the  years  1913  and  1914,  representing  an 
aggregate  value  of  over  $55,000,000,  showed  a  difference  of 
less  than  two  per  cent  between  the  aggregate  reassessment 
value  of  real  estate  and  the  value  of  the  same  property  com- 
puted on  the  five  years'  average  sale  basis.  I  submit  that 
any  wholesale  system  of  valuation  which  yields  such  a  result 
is  too  valuable  to  be  dispensed  with  on  theoretical  grounds. 

Mr.  C.  B.  Garnett,  of  Virginia:  The  experience  which  I 
have  recently  had  in  Virginia  in  gathering  data  for  the  state 
tax  board  as  to  the  methods  of  valuing  lands  used  by  the  dif- 
ferent local  boards  of  review  may  be  of  some  value  in  this 
discussion. 

The  constitution  of  Virginia  requires  that  lands,  as  well 
as  all  other  property,  shall  be  assessed  at  fair  market  value. 
I  have  recently  sent  inquiries  to  the  various  local  boards  of 
review,  who  were  supposed  to  take  the  assessments  of  land 
made  by  the  regular  land  assessors  appointed  by  the  court 
and  to  review  the  same,  requesting  these  boards  to  give  me 
the  actual  value  of  the  lands  in  the  counties  and  the  assessed 
value,  in  order  to  procure,  if  possible,  the  ratio  of  actual  to 
assessed  value  thereof.  My  experience  teaches  me  that  these 
gentlemen  are  not  in  a  position  to  get  accurate  information 
on  this  subject,  and  that  when  they  report  the  assessed  value, 
as  they  sometimes  do,  at  60  per  cent  of  actual  value  they  are 
liable  to  be  mistaken.  I  believe  it  is  also  true  that  the  ratio 
of  assessed  to  actual  value  of  lands  in  Virginia  counties  varies 
from  as  small  as  20  per  cent  to  as  much  as  60  or  70  per  cent. 

The  lands  of  Virginia  are  much  varied  in  their  character 
and  in  their  value.  We  have  marsh  lands  in  Tidewater  Vir- 
ginia that  are  worth  practically  nothing,  and  the  arable  land 
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in  Tidewater  is  of  a  very  different  kind  and  value  from  that 
in  Piedmont  Virginia,  whereas  the  mountain  section  shows 
other  varied  kinds  of  land.  The  practical  difficulty  in  Vir- 
ginia of  having  all  lands  assessed  at  fair  market  value  has 
induced  the  general  assembly  to  adopt  what  is  called  a  partial 
segregation  system,  by  which  lands  have  been  segregated  for 
local  taxes  only,  except  that  a  one  mill  tax  is  collected  from 
land  by  the  state  for  public  school  purposes,  and  the  tax  thus 
collected  is  returned  to  the  counties  and  cities,  not  in  accord- 
ance with  the  proportion  with  which  it  is  contributed,  but 
according  to  school  population.  Land,  therefore,  is  now  as- 
sessed almost  entirely  for  local  taxation,  the  inequalities  that 
existed  between  counties  as  to  the  different  methods  of  as- 
sessment are  reduced  to  a  practical  minimum,  and  the  in- 
equality which  does  exist  is  partially  corrected  by  the  distri- 
bution of  the  school  fund  in  the  counties. 

The  general  assembly  has  never  yet  adopted  any  rule  by 
which  the  fair  market  value  of  land  can  be  arrived  at,  and  the 
difficulty  of  doing  so  in  a  state  with  so  many  varied  kinds  of 
land  as  Virginia  has  was  one  of  the  motives  that  brought 
about  our  partial  segregation  system. 

Editor's  Note 

In  the  course  of  the  discussion  at  this  session  several  dele- 
gates inquired  as  to  the  practice  in  the  different  states  re- 
garding the  election  or  appointment  of  assessors.  An  attempt 
was  made  to  obtain  this  information  during  the  meeting  by 
calling  upon  the  delegates  to  report  for  their  states.  This 
proved  impracticable  and  it  was  decided  to  have  the  secre- 
tary compile  the  information  and  publish  it  in  the  Proceed- 
ings. The  following  statement  has  been  prepared  from  the 
data  contained  in  the  United  States  Census  report  on  Wealth, 
Debt  and  Taxation,  issued  in  1913.  In  a  few  cases  the  secre- 
tary is  not  positive  as  to  the  exact  situation.  It  should  also 
be  borne  in  mind  that  in  some  states  changes  may  have  been 
made  since  1913.  The  secretary  will  appreciate  information 
from  anyone,  making  corrections  in  this  report. 

1.  County  assessors.  County  assessors  are  elected  in  the 
following   states:   Alabama,   Arizona,    Arkansas,    California, 
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Colorado,  Connecticut,  Delaware,  Florida,  Georgia,  Idaho, 
Illinois,  Indiana,  Iowa,  Kansas,  Kentucky,  Maine,  Massachu- 
setts, Michigan,  Mississippi,  Missouri,  Montana,  Nebraska, 
Nevada,  New  Hampshire,  New  Mexico,  New  York,  North 
Dakota,  Ohio,  Oklahoma,  Oregon,  Tennessee,  Texas,  Utah, 
Vermont,  Washington,  West  Virginia,  and  Wyoming. 

They  are  appointed  in  the  following  states :  District  of  Co- 
lumbia, Louisiana,  Maryland,  North  Carolina,  South  Caro- 
lina, South  Dakota,  and  Virginia. 

The  states  of  Minnesota,  New  Jersey,  Rhode  Island,  and 
Wisconsin  do  not  have  county  assessors.  In  Pennsylvania 
assessors  are  appointed  in  counties  having  over  800,000  in- 
habitants ;  in  other  counties  there  are  township  and  municipal 
assessors  only. 

2.  Township  and  municipal  assessors.  Township  and  mu- 
nicipal assessors  are  elected  in  the  following  states:  Arizona, 
Arkansas,*  California,  Connecticut,*  Delaware,*  Idaho,* 
Illinois,*  Indiana,  Iowa,  Maine,*  Michigan,  Mississippi,* 
Montana,*  Nebraska,  Nevada,*  New  York,  Ohio,  Oregon,* 
Rhode  Island,  Tennessee,*  Texas,  Utah,*  Washington  (special 
city  assessors  are  allowed,  the  method  of  their  selection  not 
being  specified),  West  Virginia,*  Wisconsin  (they  may  be  ap- 
pointed in  cities),  and  Wyoming. 

They  are  appointed  in  the  following  states :  District  of  Co- 
lumbia,* Georgia,  Kansas,  Louisiana,  Maryland,  North  Caro- 
lina, South  Carolina,  South  Dakota,  and  Virginia.* 

The  method  varies  in  different  localities  in  the  states  of 
Massachusetts,  New  Hampshire,  and  New  Jersey.  In  Ken- 
tucky they  are  elected  in  cities  of  the  first,  second,  and  third 
classes,  and  appointed  in  cities  of  the  fourth,  fifth,  and  sixth 
classes.  In  Minnesota,  township  and  village  assessors  are 
elected,  city  assessors  appointed.  In  Missouri  they  are  elected 
in  townships  and  in  cities  of  the  third  and  fourth  classes, 
and  appointed  in  cities  of  the  first  and  second  classes.  In 
North  Dakota,  township  assessors  are  elected,  city  assessors 
appointed.  In  Pennsylvania  they  are  elected  in  townships 
and  third-class  cities,  appointed  in  second-class  cities.  In 
Vermont  assessors  are  appointed  in  unorganized  towns. 

*  Identical  with  county  assessors. 
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Wliat  is  said  here  is  to  be  taken  in  no  sense  as  the  views  of 
•an  alarmist  who  believes  that  civil  liberty  is  in  danger  of 
destruction  or  even  of  serious  restriction  by  the  movement  of 
certain  present-day  social  forces,  because  always  correctives 
of  ills  are  latent  and  will  be  exerted  when  occasion  requires. 

The  statement  that  somewhere  between  a  despotism  on  the 
one  hand  and  an  extreme  democracy  on  the  other  hand  lies  the 
most  freedom  for  the  citizen,  is  really  only  an  expression  of 
a  fact  of  human  experience  historically  vouched  for  as  having 
existed  since  civil  government  was  first  instituted.  At  times 
governmental  power  has  drifted  to  one  or  the  other  of  the  ex- 
tremes until  halted  and  reversed  in  its  direction  by  social 
upheavals. 

A  system  of  checks  and  balances  upon  the  forces  that  make 
for  the  centralization  of  civil  power  is,  therefore,  highly  desir- 
able in  order  to  avoid  the  use  of  extremely  radical  means  of 
correcting  unbearable  conditions ;  and  ought  to  be  established 
and  maintained  insofar  as  human  characteristics  will  permit. 

Should  one  assert  that  the  thought  of  a  restraining  hand  to 
be  laid  by  the  people  upon  the  tendency  to  centralization  is  in 
the  nature  of  things  impossible  of  realization  and  is  only  a 
dream  or  a  phantom  of  the  imagination,  then  in  the  same 
breath  is  impliedly  denied  the  proposition  that  the  conclusions 
resulting  from  scientific  research  are  beneficial  to  mankind. 
If  deductions  drawn  from  the  experience  of  all  the  ages  by  the 
students  of  the  economic,  the  fiscal,  and  other  sciences  are  to 
count  for  nothing  and  to  have  no  influence  in  molding  the 
laws  of  states,  then  education  is  wasteful  of  time  and  resource. 
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It  is,  of  course,  to  be  conceded  that  many  social  movements 
spontaneously  arise  and  proceed  for  a  time  along  their  chosen 
ways  with  little  control  or  guidance. 

The  organization  of  modern  society — economically  consid- 
ered— into  many  classes  widely  differentiated  as  to  personnel 
and  as  to  purpose,  but  each  class  having  a  definite  economic 
aim,  is  one  of  the  marked  characteristics  of  the  day.  Ordin- 
arily the  aim  of  a  particular  organization  is  to  secure  relief 
from  some  social  adjustment  which  is  claimed  to  be  faulty 
and  is  protested  against  because  working  injustice  to  the 
members  of  the  complaining  class ;  but  some  of  the  movements 
are  along  altruistic  lines,  with  a  view  to  the  correction  of  so- 
cial ills  in  order  that  others  than  the  promoters  of  the  move- 
ments may  be  benefited.  Gradually  these  endeavors,  at 
first  local  in  scope  and  distinctly  separated  in  action,  become 
united  in  purpose  and  performance. 

Among  the  forces  so  moving,  in  a  measure  blindly,  are  those 
aimed  at  securing  the  different  kinds  of  so-called  welfare 
legislation ;  and  the  revolution  in  economic  conditions  which 
will  result  ultimately  from  these  movements  is,  of  course, 
purely  conjectural.  Mooted  questions,  as  the  days  pass,  re- 
ceive increased  serious  consideration  accordingly  as  their 
claimed  relation  to  the  welfare  of  the  particular  class  inter- 
ested is  brought  to  the  attention  of  additional  members  of 
the  class. 

These  movements  within  the  body  politic  have  arisen  and 
become  active  within  only  the  past  two  or  three  decades,  yet 
already  some  of  them  have  spread  beyond  local  boundaries 
and  beyond  state  lines  and  have  presented  such  a  front  to  the 
federal  legislature  as  has  caused  Congress  to  legislate  accord- 
ing to  their  demands. 

It  will  hardly  be  denied  that  the  greatest  inducement  to  the 
enactment  of  laws  along  the  suggested  lines  arises  from  the 
fact  that  those  in  governmental  control  deem  such  laws  to  be 
politically  expedient.  The  fancied  desires  of  the  electorate 
are  seemingly  more  potent  with  those  in  control  than  is  the 
advice  of  scientific  investigators  whose  conclusions  are  drawn 
from  world-wide  experience  through  all  the  ages.  Possibly 
this  political  incentive  will  continue  largely  to  dominate  in 
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legislation,  but  the  bad  economic  effects  of  some  laws  that  have 
sprung  from  this  incentive  have  been  many  times  so  clearly 
apparent  as  to  justify  an  organized  effort  to  have  the  demands 
of  the  electorate  based  upon  the  facts  of  experience. 

Not  infrequently  law  is  enacted  for  which  there  is  little, 
if  any,  public  demand.  This  class  of  legislation  will  usually 
be  the  product  of  strongly  centralized  governments  where  the 
exercise  of  the  power  is  lodged  in  few  hands  and  is  widely 
removed  from  control  by  the  people.  That  management  of 
many  distinctly  separated  social  activities,  both  public  and 
private,  is  rapidly  drifting  to  a  central  control  is  common 
knowledge.  Individual  initiative  is  not  the  force  in  world 
development  that  it  was  a  few  decades  back ;  slowly  but  stead- 
ily it  is  disappearing  before  the  modern  centralizing  forces. 

Even  the  casual  thinker  must  see  that  competition  is  gradu- 
ally failing.  It  certainly  cannot  be  denied  that  present  re- 
sults of  competition  are  radically  different  from  those  of  a 
few  years  in  the  past.  In  all  lines  of  production  the  small 
worker  is  steadily  giving  way  to  his  larger  and  more  power- 
ful competitor,  usually  to  a  combination  of  capital  in  corpor- 
ate form.  The  phenomenal  growth  in  the  facilities  of  com- 
munication, transmission,  and  transportation,  as  has  been 
many  times  pointed  out,  has  revolutionized  the  industry  of 
the  country.  The  local  industries  that  were  scattered  broadly 
through  the  land  within  the  memory  of  many  now  living  have 
disappeared  before  the  concentration  of  the  means  of  produc- 
tion at  large  centers.  The  vast  railroad  mileage  of  the  coun- 
try is  largely  owned  by  only  a  few  great  corporations  and 
competition  among  carriers  has  practically  ceased  and  among 
these  also  there  is  central  management  of  operation  in  a  con- 
siderable degree.  Combinations  of  capital  have  taken  over 
nearly  all  the  means  of  production  and  the  control  of  produc- 
tion along  many  lines  is  largely  centralized.  Through  unions 
of  one  kind  or  another  the  workers  of  the  country,  laborers 
in  all  lines  of  effort,  are  rapidly  coming  under  the  control  of 
the  heads  of  organizations  whose  policies  are  dictated  and 
directed  by  only  a  few  persons. 

Parallel  to  this  common  tendency  in  the  industrial  and  com- 
mercial fields  is  the  movement  that  is  rapidly  centralizing 
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the  exercise  of  governmental  power.  Perhaps  the  most  im- 
portant example  of  the  kind  is  the  large  assumption  of  power 
by  the  federal  government  which  has  occurred  within  the 
past  quarter  of  a  century,  and  is  likely  to  be  continued  in  in- 
creasing degree  unless  a  countervailing  movement  is  started. 
The  political  party  now  in  control  of  the  administration  al- 
ways opposed  centralization  until  quite  recently.  Now,  how- 
ever, its  position  seems  to  be  completely  reversed,  and  during 
the  past  three  years  there  has  been  exercised,  by  the  executive 
elected  by  that  party,  powers  that  even  a  Hamilton  would  not 
have  suggested  as  suitable  to  be  exercised  by  the  administra- 
tors of  a  constitutional  representative  government.  Most  cer- 
tainly far-reaching  laws  have  been  enacted  by  Congress  for 
which  there  was  little,  if  any,  public  demand ;  political  ex- 
pediency seems  to  have  been  the  sole  incentive  to  their  en- 
actment. 

It  is,  of  course,  to  be  admitted  that  the  conditions  which 
have  permitted  what  may  be  properly  called  arbitrary  legis- 
lation are  the  outgrowth  of  a  gradual  development  in  that 
direction ;  and  what  the  culmination  may  be,  unless  the  ten- 
dency to  enact  uncalled  for  and  unnecessary  legislation  on 
the  part  of  centralized  power  is  in  some  measure  controlled, 
is  matter  for  grave  consideration.  There  seems  almost  always 
to  accompany  the  possession  of  power  an  inclination  to  use  it 
to  the  utmost.  The  degree  of  its  exercise  is  likely  to  be  in- 
creased in  a  ratio  corresponding  to  the  length  of  time  the 
power  is  exercised  without  change  of  administration. 

The  desire  to  dominate  in  the  affairs  of  life  and  to  direct 
social  activity  is  in  and  of  itself  unobjectionable,  but  when  its 
fruitage  is  the  arbitrary  enactment  of  laws  unsought  by  the 
people,  then  there  is  need  for  checks  and  balances  to  avoid 
revolutional  movements.  By  what  is  said  it  is  not  meant  es- 
pecially to  criticize  the  present  federal  administration  because 
during  preceding  administrations  there  were  plenty  of  "  big 
stick  "  precedents. 

One  or  two  illustrations  will  show  the  far-reaching  effect  of 
federal  statutes  in  neutralizing  the  legislative  powers  of  the 
states : 

First:  A  certain  state  constitution,  and  perhaps  the  con- 
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stitutions  of  other  states,  provides  for  the  taxation  of  all  the 
assets  of  banks,  including  bills  discounted,  etc.  A  federal  law- 
prohibits  states  from  taxing  the  assets  of  national  banks,  with 
the  exception  of  real  estate,  and  in  lieu  of  the  taxation  of  the 
bank's  assets  provides  that  the  shares  of  stock  issued  by  a 
national  bank  shall  be  taxed  as  personal  property  to  the  share- 
holder. In  this  case  the  effect  of  the  federal  law  is  practically 
to  nullify  a  state  constitutional  provision,  because  of  necessity 
the  legislature  of  the  state  was  compelled  to  provide  for  the 
taxation  of  the  interests  of  state  banks  in  like  manner  as  na- 
tional banks  are  taxed,  as  otherwise  the  latter  banks  w'ould 
have  benefited  at  the  expense  of  the  former. 

Second:  In  many  states  the  laws  provide  for  the  taxation 
of  intangibles,  including  obligations  secured  by  lien  on  real 
estate.  It  is  unnecessary  to  dwell  upon  the  effect  which  the 
recently  enacted  law  of  Congress,  providing  for  land  banks 
whose  bonds  and  the  mortgage  assets  underlying  them  are 
exempted  from  taxation,  will  have  upon  the  taxation  of  such 
interests  by  the  states. 

The  federal  government  possesses  today  more  power  of 
taxation  than  do  the  states,  and  yet  those  in  control  are  reach- 
ing out  and  providing  for  the  taking  of  federal  revenue  from 
sources  which  the  organized  best  thought  of  the  country  a 
few  years  ago  solemnly  resolved  ought  to  be  reserved  to  the 
states.  It  is  only  to  recall  actual  conditions  of  the  past 
when  reference  is  made  to  the  arbitrary  exercise  of  judicial 
power  in  increasing  degree  by  some  of  the  members  of  the 
judiciary  endoAved  with  long  tenure  of  office,  especially  by 
those  who  have  life  tenure  and  who  are  not  subject  to  any 
reasonable  restraint.  Multiplied  instances  of  the  gradual 
growth  of  this  exercise  of  power  could  be  given,  but  are  so 
well  known  that  it  is  useless  to  recapitulate  them.  In  other 
fields  than  those  pointed  out  there  has  been  exhibited  tin- 
tendency  of  the  federal  government  gradually  and  unneces- 
sarily to  assume  power  which  for  the  real  interest  of  the 
people  of  the  several  states  might  well  have  been  left  to  the 
states. 

Another  indication  of  the  tendency  to  centralize  power 
is  in  the  rapidly  increasing  changes  from  the  old  form  of 
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municipal  government  to  the  modern  commission  form  where- 
by a  large  degree  of  centralization  of  municipal  management 
has  resulted.  In  keeping  with  this  general  tendency  to  cen- 
tralize the  control  of  civic  functions  is  the  proposition  now 
advocated  by  a  not  inconsiderable  number  of  citizens  to 
change  from  the  bi-cameral  system  of  legislation  to  that  of 
the  single  legislative  body. 

The  curious  thing  in  connection  with  the  centralizing  move- 
ment is  that  it  proceeds  in  face  of  a  present  strenuous  demand 
for  a  freer  democracy,  a  demand  perhaps  never  before  so 
insistent ;  and  naturally  the  conclusion  results  that  the  demand 
of  the  people  for  decentralization  of  the  control  of  public 
and  private  social  activities  is  not  supported  by  an  organiza- 
tion of  the  citizens  of  the  country  sufficient  in  numbers  and 
powerful  enough  to  make  a  compliance  with  their  demand  a 
matter  of  political  expediency. 

Back  of  all  thoughts  on  the  subject  are  two  primary  pro- 
positions : 

First:  What  degree  of  centralization  would  be  most  advan- 
tageous ? 

Second :  Can  the  tendency  to  centralization  be  checked  and 
held  within  bounds? 

"Undoubtedly  a  majority  of  the  citizens  of  the  whole  coun- 
try will  agree  to  the  proposition  that  the  states  should  not  sur- 
render all  power  to  the  general  government,  but  should  pre- 
serve a  separate  autonomy  insofar  as  is  consistent  with  the 
rights  and  privileges  of  the  citizens  of  the  several  states. 

It  is  obvious  that  the  centralizing  movements  cannot  be 
checked  except  through  the  united  action  of  the  people  of  the 
states.  Those  who  are  engaged  in  the  promotion  of  reforma- 
tory tax  measures  will  not  have  gone  very  far  in  their  efforts 
before  the  conclusion  is  reached  that  the  greatest  obstacle  to 
such  reformation  lies  in  the  inertia  of  the  people.  Very 
strangely  there  is  usually  extreme  unreadiness  on  the  part  of 
the  public  to  advance  along  lines  that  are  pointed  out  as  the 
result  of  careful  investigation,  no  matter  how  clearly  the  need 
for  the  desired  action  may  be  set  forth.  In  strange  contrast 
to  the  indifference  and  impassiveness  of  the  electorate  along 
certain  well-marked  lines  of  legislation  needed  for  the  public 


160  NATIONAL  TAX  ASSOCIATION 

interest  is  the  pell-mell  rush  of  the  populace  in  response  to 
some   sentimental  play. 

The  blind  do  not  look  to  those  equally  sightless  for  leader- 
ship. The  majority  of  men  are  cool-headed  and  are  not  in- 
spired to  action  by  impulse  springing  from  sentimentalism, 
but  unfortunately  they  are  ofttimes  slow  in  action  and  there- 
by permit  the  weaker-headed  enthusiasts,  who  always  have  the 
front  seat  in  assemblages  and  are  the  loudest  in  demonstration, 
to  dictate  or  mold  public  sentiment.  The  mistake  is  later 
discovered  but  not  until  after  much  harm  has  been  done  and 
much  energy  wasted.  Organization  of  conservative  thought 
is  needed  for  the  public  good. 

It  is  undeniable  that  formal  law  has  not  developed  in  keep- 
ing with  industrial  and  commercial  progress.  The  industrial 
revolution  has  produced  new  conflicts  of  interest  which  in  the 
nature  of  things  cannot  be  reconciled  until  new  rights  and  cor- 
responding new  duties  shall  have  been  declared  by  proper 
statutes.  As  a  rule  courts  are  wisely  conservative  and  may 
well  stand  by  precedents,  and,  if  they  do  so,  they  should  not 
be  criticized  if  the  precedents  harmonize  with  present  require- 
ments of  justice ;  but  where  the  law  is  silent  as  to  the  sup- 
pression of  recognized  evils  that  have  grown  out  of  the  new 
order,  the  courts  may  properly  and  justly  act  in  the  applica- 
tion of  well-settled  principles  of  equity  in  providing  remedies 
for  wrongs  that  are  not  specially  given  by  statutory  law. 

Notwithstanding  the  evils  that  may  flow  from  centralizing 
legislative  and  executive  powers,  there  are  fields  wherein  the 
public  interest  will  be  definitely  and  appreciably  subserved  by 
some  degree  of  centralization. 

However,  centralization  should  be  largely  limited  to  the 
states.  Conflicting  interests  of  the  citizens  of  the  several 
states  can  be  sufficiently  safeguarded  by  uniform  state  laws 
upon  questions  of  common  interest.  The  probability  of  get- 
ting uniform  laws  is  well  attested  by  the  results  already  ob- 
tained through  the  work  of  the  voluntarily  formed  national 
"Commission  on  Uniform  State  Laws".  Forty-eight  states 
and  all  the  dependencies  or  territories  of  the  United  States 
now  participate  in  the  conferences  of  the  commission.  That 
its  work  has  been  effective  is  demonstrated  by  the  following 
statement  recapitulating  uniform  laws  already  enacted. 
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Number  of  states 
Name  of  the  law  in  which  enacted 

The  ' '  Reformed  Negotiable  Instruments  Act "    45 

The  ' '  Uniform  Warehouse  Receipts  Act  " 29 

The  "Uniform  Sales  of  Personal  Property  Act" 13 

The  ' '  Uniform  Bills  of  Lading  Act " 14 

The  "Uniform  Stock  Transfer  Act" 10 

The  "Uniform  Act  Regulating  the  Execution  of  Wills  Out- 
side of  States  " 10 

The  ' '  Uniform  Divorce  Act "  4 

The  ' '  Family  Desertion  Act " 8 

The  "Partnership  Act"     4 

The  ' '  Cold  Storage  Act " 1 

The  ' '  Workmen  's  Compensation  Act  "   1 

The  "Acknowledgment  of  Deeds  Act"   1 

The  ' '  Torrens  Registration  Act "    1 

It  is  well  known  to  students  that  in  no  field  of  government 
activity  has  there  been  less  uniformity  among  the  states  than 
in  the  laws  relating  to  taxation,  when  in  fact  in  no  other  field 
of  governmental  functions  is  there  so  great  need  for  uniform 
legislation  over  the  greatest,  extent  of  territory  that  is  possible. 
It  is  indisputable  that  the  interests  of  the  people  of  the  United 
States  are  no  longer  confined  to  the  limits  of  the  state  wherein 
the  citizen  interested  has  his  domicile.  State  lines  no  longer 
bar  the  spread  of  social  movements  and  gradually  the  property 
rights  and  interests  of  citizens  of  a  particular  state  have  been 
extended  into  other  states. 

In  accordance  with  the  differing  antecedents  and  institu- 
tions of  the  states  there  have  grown  up  widely  varying  fiscal 
systems  and  there  is  so  much  conflict  among  them  that  great 
hardships  to  property  owners  often  result  from  double  taxa- 
tion. For  many  purposes  the  states  must  preserve  their  separ- 
ate autonomy  and  it  follows  that  in  all  matters  of  common  in- 
terest to  the  citizens  of  the  several  states  there  should  be  a 
united  effort  to  procure  uniform  laws  upon  those  subjects,  and 
the  energies  necessary  in  this  direction  can  only  be  organized 
through  the  efforts  of  some  central  promoting  body. 

Heretofore  the  chief  aim  of  this  association  and  its  corre- 
lative organization,  the  National  Tax  Conference  annually 
held,  has  been  to  promote  tax  reformation  among  the  states 
to  the  end  that  the  burden  of  raising  public  revenue  should 
11 
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be  distributed  among  the  citizens  in  a  manner  more  rela- 
tively equal  than  could  possibly  be  done  under  most  prevail- 
ing revenue  systems. 

There  seem  to  be  at.  least  two  other  ends  towards  which 
the  efforts  of  the  association  may  well  be  devoted,  in  order  to 
enhance  the  public  interest.     These  are  as  follows : 

First:  An  organized  effort  to  be  vigorously  exerted  for  the 
purpose  of  showing  the  people  the  great  desirability  of  limit- 
ing public  expenditures  to  the  needs  of  government  economi- 
cally administered. 

Second:  A  dissemination  of  information  necessary  to  con- 
vince the  public  that  every  effort  should  be  made  to  control 
and  direct  the  tendencies  to  centralize  governmental  powers 
so  as  to  leave  the  greatest  possible  opportunity  for  the 
exercise  of  home  rule. 

The  National  Tax  Association  and  the  annual  conference, 
while  dualistic  in  form,  constitute  really  one  body  working 
along  well  matured  and  fixed  lines.  In  a  way  each  acts  inde- 
pendently of  the  other,  but  the  acts  of  the  two  bodies  operate 
reciprocally  for  the  accomplishment  of  an  identical  purpose. 
By  their  united  action  is  maintained,  as  it  were,  a  crucible 
into  which  are  cast  ideas  that  are  crude  or  conflicting  but 
which  are  gradually  fused  into  principles  and  rules  of  action 
that  come  more  and  more  to  be  accepted  by  the  best  thought 
of  the  land  as  elements  which  must  be  included  in  the  for- 
mation of  systems  designed  to  distribute  the  burden  of  public 
revenue  among  the  citizens  in  a  relatively  equal  manner. 

The  benefits  that  have  resulted  from  the  past  work  of  the 
two  organizations  are  matter  of  record  to  be  consulted  when- 
ever those  interested  are  so  inclined.  The  bound  volumes  of 
the  proceedings  of  the  nine  preceding  conferences  contain 
a  really  remarkable  collection  of  authoritative  opinions  upon 
all  aspects  of  the  question  of  taxation  from  the  viewpoints  of 
scholars,  legislators,  and  administrative  officers  who  sincerely 
desire  tax  reformation.  The  gathered  and  published  infor- 
mation is  unsurpassed  in  interest  and  educational  power  by 
any  other  collection  of  writings  on  taxation.  The  volumes 
contain  the  best  modern   thought  upon  the  question,  boiled 
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down  and  epitomized.  The  nine  volumes  are  an  invaluable 
source  of  information.  The  activity  in  state  legislative  fields 
during  the  past  nine  years  in  the  way  of  reforming  tax  sys- 
tems appears  in  detailed  statement  in  the  volumes  and  is 
clearly  traceable  to  the  efforts  of  the  two  organizations  work- 
ing harmoniously  for  a  common  end. 

It  seems  as  if  the  promoters  of  the  organization  were  gifted 
with  prescience.  Certain  it  is  that  the  results  of  their  efforts 
are  the  fruits  of  wisdom  and  of  far-seeing  thought.  And  so 
this  tenth  annual  gathering  of  the  members  of  both  organi- 
zations has  witnessed  a  commemoration  of  the  birth  of  the  dual 
bodies,  and  there  has  been  a  delight  and  a  satisfaction  in 
honoring  by  appropriate  proceedings  the  able  and  public- 
spirited  members  of  the  small  coterie  that  originated  and  put 
to  work  the  movement  that  is  slowly  but  surely  changing  for 
the  better  the  methods  of  apportioning  the  requirements  for 
public  revenue  among  the  people  in  an  equitable  manner. 

The  success  of  the  movement  has  shown  that  the  National 
Tax  Association,  to  which  was  assigned  the  initiative  in  or- 
ganizing the  thought  of  the  country,  was  a  needed  organiza- 
tion, and  that  the  utility  of  a  central  national  body  organized 
and  equipped  in  all  ways  to  work  earnestly  in  the  endeavor 
to  unify  the  thought  of  the  country  for  the  purpose  of  pro- 
moting uniformity  in  tax  legislation  throughout  the  land  has 
been  clearlv  demonstrated. 


SOME  ASPECTS  OF  CANADIAN  WAR  FINANCE 

ADAM    SHORTT 
Member  Civil  Service  Commission  of  Canada,  Ottawa,  Canada 

It  is  not  necessary,  in  connection  with  the  present  treat- 
ment of  Canadian  war  finance,  to  discuss  at  length  the  ques- 
tion as  to  why  Canada  is  involved  in  the  present  European 
war.  Suffice  it  to  say  that  though  Canada,  like  other  self- 
governing  sections  of  that  indefinable  combination  known  as 
the  British  Empire,  is  technically  involved  in  war  because 
Britain  is  involved  in  it,  yet  it  is  not  because  Britain  either 
has,  or  claims  to  have,  any  unquestionable  right  to  require 
Canada  to  come  to  her  assistance.  Canadians,  like  Amer- 
icans, are  racially  a  very  mixed  people,  and  many  circum- 
stances are  conceivable  in  which  conflicting  sympathies  and 
interests  in  international  matters,  which  do  not  involve  fun- 
damental rights  and  liberties,  would  effectually  prevent 
united  action  in  support  of  any  British  policy  of  the  day. 
Moreover,  although  the  aggressive  policy  of  the  military  and 
autocratic  elements  in  Germany  was  well  known  and  their 
unprecedented  military  preparation  recognized  as  a  menace 
to  international  peace,  yet  there  were  many  in  Canada,  as  in 
England  and  elsewhere,  who  believed  that  the  forces  of  peace 
and  humanity  in  Germany  itself  were  sufficiently  strong  to 
hold  the  militarist  element  in  check  until  the  intolerable  bur- 
dens which  it  imposed  should  be  rejected  and  the  nightmare 
of  Europe  and  the  world  pass.  When,  however,  in  a  moment 
all  these  hopes  and  beliefs  were  shattered  and  the  worst  fears 
of  humanity  were  realized,  Canadians,  in  common  with  the 
people  of  Britain  and  the  other  parts  of  the  Empire,  were 
instantly  united  in  the  consciousness  not  only  of  immediate 
danger  but  of  the  ultimate  hopelessness  of  all  their  concep- 
tions of  domestic  liberty  and  international  safety,  should  the 
German   militarist   organization   triumph   abroad   as  it   had 
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triumphed  at  home.  With  spontaneous  unanimity,  the  people 
of  Canada  recognized  that  all  that  was  worth  living  for  and 
all  that  was  worth  dying  for  were  to  be  at  stake  on  the  battle- 
fields of  Europe.  All  that  Canada  could  contribute,  there- 
fore, was  immediately  offered  to  Britain,  before  it  could  be 
asked.  The  dominion  government  had  not  room  for  a  mo- 
ment's doubt  as  to  the  course  which  it  should  take  and  acted 
promptly,  assured  that  Parliament  would  validate  its  action 
as  soon  as  a  special  session  could  be  called. 

The  provincial  governments  also,  though  not  involved  in 
international  questions,  yet  responding  to  the  unanimity  of 
public  sentiment,  immediately  undertook  to  furnish  extensive 
supplies  for  the  imperial  army,  mainly  as  a  concrete  evidence 
of  their  enthusiastic  support  of  the  mother  country  in  the 
stand  which  it  had  taken  in  the  common  peril.  Ontario  and 
Manitoba  gave  flour ;  Quebec,  cheese ;  New  Brunswick,  pota- 
toes ;  Alberta  and  Prince  Edward  Island,  oats ;  Saskatchewan, 
horses;  and  British  Columbia,  canned  salmon.  These  pro- 
vincial contributions  amounted  to  nearly  two  and  a  quarter 
millions  of  dollars  and,  together  with  other  generous  contri- 
butions, entailed  considerable  additional  taxation  in  each 
province. 

It  is  not  merely  that  Canada  has  come  to  the  assistance  of 
Britain  in  this  war,  as  in  some  previous  wars,  the  mother 
country  meeting  most  of  the  expense.  Canada  conceives  itself 
to  be  so  vitally  interested  in  the  successful  outcome  of  this 
struggle  that  it  has  undertaken  to  bear  the  entire  cost  of  its 
participation  in  the  war;  including  the  military  equipment, 
maintenance,  transportation,  munitions,  hospital  equipment, 
and  all  other  supplies  for  the  troops,  from  the  period  of  their 
enlistment  in  Canada  until  their  disbanding  on  their  return, 
with  provision  for  subsequent  pensions  where  necessary.  A 
total  military  force  of  500,000  men,  with  all  necessary  accom- 
paniments, has  been  authorized  by  the  Canadian  government. 
Considerably  over  300,000  have  been  enlisted  and  are  in 
various  stages  of  preparation,  of  active  service  at  the  front, 
or  convalescing  from  the  effects  of  the  war.  This  much  it 
seemed  necessary  to  state,  in  order  to  indicate  the  basis  and 
extent  of  the  obligations  which  Canada  has  assumed  in  con- 
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nection  with  the  war,  and  the  spirit  in  which  her  people  have 
undertaken  the  well-recognized  sacrifices  which  it  entails. 

Under  normal  conditions,  the  revenue  of  the  Canadian 
federal  government  is  derived  chiefly  from  customs  tariffs  on 
imports,  supplemented  by  excise  taxes  on  domestic  products, 
with  a  few  minor  items  which  are  of  little  financial  impor- 
tance. As  is  well  recognized  in  the  United  States,  where  the 
chief  revenue  is  also  derived  from  customs  duties,  its  amount 
depends  more  upon  the  volume  of  international  trade  than 
upon  the  specific  needs  of  the  exchequer.  At  the  time  of  the 
sudden  outbreak  of  war  in  1914,  the  exceptional  tide  of  pros- 
perity which  had  been  flowing  in  Canada  for  several  years 
was  somewhat  on  the  ebb.  One  of  the  first  effects  of  the  out- 
break of  war  was  further  to  curtail  the  revenue,  as  also  to 
close  the  British  money  market  to  all  but  war  loans.  While, 
therefore,  arrangements  were  immediately  made  for  the 
British  treasury  to  provide  such  necessary  advances  as  might 
be  required  for  purely  military  purposes,  the  funds  for  all 
other  needs  could  no  longer  be  obtained  from  the  center 
whence  Canada  had  so  long  drawn  the  greater  part  of  her 
financial  assistance.  Perforce  a  new  and  interesting  chapter 
in  Canadian  finance  was  then  opened,  involving  both  new 
features  of  domestic  finance  and  developing  relations  with 
the  money  markets  of  the  United  States,  the  ultimate  signifi- 
cance of  which  it  is  impossible  at  this  moment  to  forecast. 
Assuredly  many  changed  relations  and  new  departures  will 
date  from  the  Great  War. 

The  first  thought  of  the  Canadian  Finance  Department  on 
the  outbreak  of  hostilities  was  to  put  the  banking  system  of 
the  country  in  a  safe  position,  that  it  might  most  effectively 
adjust  itself  to  the  new  conditions  of  trade  and  finance.  The 
relatively  small  amount  of  specie  required  to  maintain  the 
validity  of  the  large  volume  of  credit  documents  employed 
in  modern  trade  and  industry  by  no  means  contemplates  the 
reduction  of  any  considerable  proportion  of  exchange  to  an 
actual  specie  basis.  This  would  involve,  in  any  country,  a 
very  abnormal  contraction  of  domestic  as  well  as  of  foreign 
exchange.  To  prevent,  therefore,  any  tendency  to  hamper 
the  normal  functions  of  the  banks,  and  to  prevent  the  mis- 
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cellaneous  withdrawal  of  gold  for  purposes  of  selfish  indi- 
vidual hoarding  and  subsequent  exceptional  profit,  the  gov- 
ernment, on  the  recommendation  of  the  Finance  Department, 
took  power,  by  order-in-council  of  August  3,  1914,  to  render 
bank  notes  legal  tender,  along  with  dominion  notes  and  gold, 
in  ordinary  payments  to  the  general  public.  It  also  sus- 
pended the  general  specie  redemption  of  dominion  notes  on 
demand.  To  provide  for  the  possible  diminution  of  payments 
by  bank  checks  and  the  tendency  to  a  greater  proportionate 
employment  of  currency,  the  banks  were  authorized  imme- 
diately to  avail  themselves  of  the  special  increase  of  15  per 
cent  in  their  authorized  note  issue,  as  permitted  during  the 
period  of  the  moving  of  the  crops.  The  government  also  took 
power  to  increase  the  issue  of  dominion  notes  and  to  offer 
these,  where  necessary,  to  the  banks  to  supplement  their  own 
note  issues,  the  government  taking  in  pledge  approved  public 
securities  and  charging  five  per  cent  interest  on  the  accom- 
modation. The  minister  of  finance  organized  an  advisory 
board  of  well-known  banking  and  financial  authorities  to 
assist  with  their  counsels  in  the  administration  of  these  meas- 
ures. How  far  the  situation  as  developed  was  materially 
assisted  by  these  precautions  can  doubtless  never  be  fully  de- 
termined. At  any  rate,  the  facilities  thus  afforded  for  deal- 
ing with  an  exceptional  situation  were  availed  of  to  a  quite 
limited  extent.  The  banking  and  financial  situation,  having 
exhibited  no  alarming  symptoms,  soon  ceased  to  attract  ob- 
servation, the  other  features  of  the  war  entirely  absorbing 
popular  attention.  In  a  few  weeks  and  down  to  the  present 
time,  the  banking  and  exchange  business  of  the  country  has 
gone  forward  as  though  no  war  had  occurred. 

A  special  session  of  the  dominion  Parliament  was  called, 
opening  August  18  and  closing  August  22.  It  dealt  entirely 
with  urgent  matters  relating  to  the  war.  At  this  session,  the 
special  measures  adopted  by  the  government  were  fully 
authorized  and  confirmed,  while  additional  powers  were  given 
to  the  government,  enabling  it  to  exercise  considerable  dis- 
crimination in  dealing  with  all  matters  connected  with  the 
actual  prosecution  of  the  war.  Among  other  powers  con- 
ferred upon  the  government  was  that  of  declaring  a  mora- 
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torium,  should  circumstances  warrant.  Recognizing  the  great 
difference  between  the  Canadian  situation  and  that  of  Eng- 
land as  the  chief  financial  and  exchange  center  of  the  world, 
the  authority  to  proclaim  a  moratorium  in  matters  affecting 
the  Dominion  as  a  whole  was  not  exercised,  and  all  possibility 
of  such  action  has  since  passed  away.  Local  moratoria,  chiefly 
connected  with  actions  on  mortgages,  have  been  declared  in  a 
few  of  the  provinces  and  have  been  the  subject  of  much  criti- 
cism, both  favorable  and  unfavorable. 

At  the  special  session  of  Parliament,  the  "dominion  note 
act"  was  amended  so  as  to  permit  the  government  to  derive 
a  further  loan  of  $15,000,000  from  the  government  note  issue. 
Similar  action  has  been  rendered  possible  from  time  to  time 
in  the  past  by  reason  of  the  growing  demand  for  dominion 
notes,  owing  to  the  exchange  requirements  of  the  country. 
A  certain  fixed  amount  of  these  notes  is  issued  on  a  reserve 
deposit  in  standard  gold  of  25  per  cent.  For  all  additional 
notes  issued,  100  per  cent  in  gold  is  held.  Naturally,  the  ex- 
panding needs  of  the  country  caused  the  issue  with  100  per 
cent  reserve  steadily  to  increase,  while  the  amount  with  25 
per  cent  reserve  remains  stationary,  subject  to  parliamentary 
readjustment.  The  percentage  of  gold  in  relation  to  the  total 
note  issue  had  been  rapidly  expanding  of  late  years.  At  the 
outbreak  of  the  Avar,  $112,793,633  dominion  notes  were  out- 
standing, but  only  $30,000,000  were  on  the  basis  of  25  per 
cent  reserve.  By  the  amendment  in  1914,  this  amount  was 
raised  to  $50,000,000,  thus  practically  furnishing  the  govern- 
ment with  a  loan  of  $15,000,000  without  interest.  The  net 
result  of  the  transaction  was  that  the  percentage  of  reserve 
on  the  total  note  issue  fell  from  81  per  cent  before  the  amend- 
ment to  71.7  per  cent  thereafter.  This,  it  will  be  observed,  is 
still  a  very  substantial  reserve  for  a  government  note  issue. 

At  the  special  session  of  Parliament  in  1914,  an  appropria- 
tion of  $50,000,000  was  made  for  purposes  connected  with  the 
war.  This  was  over  and  above  the  ordinary  requirements  of 
the  government.  The  government  was  authorized  to  raise,  by 
loan,  so  much  as  might  be  necessary  to  provide  funds  for  this 
appropriation.  With  the  object  of  furnishing  a  considerable 
portion  of  these  extra  funds  by  immediate  taxation,  additional 
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customs  duties  were  levied  ou  various  articles,  such  as  tea, 
coffee,  cocoa,  preserved  fruits,  prepared  cereal  foods,  sugar, 
tobacco,  wiues  and  liquors,  proprietary  medicines,  etc.  The 
excise  duties  on  several  of  these  articles  were  also  increased, 
chiefly  on  spirits,  beer,  malt,  and  manufactured  tobacco. 
From  these  various  sources  was  expected  an  extra  revenue  of 
about  $1,000,000  per  month,  or  $7,000,000  to  the  end  of  the 
fiscal  year,  March  31,  1915.  It  was  estimated  that,  consid- 
ering the  additional  revenue  to  be  obtained,  there  would  still 
remain  some  $36,000,000  to  be  raised  by  way  of  loan.  To 
meet  this,  the  minister  of  finance  arranged,  in  March,  1915, 
for  a  loan  of  $25,000,000  through  the  Bank  of  England.  At 
that  time,  transatlantic  exchange  was  still  sufficiently  favor- 
able to  Britain.  In  the  meantime,  as  already  observed,  the 
Canadian  government  had  made  arrangements  for  advances 
by  the  British  treasury  for  war  expenditures  in  Europe  on 
Canadian  account.  This  amount  was  not  to  exceed  £2,000,003, 
or  $10,000,000,  per  month.  When  the  war  is  over,  whatever 
amounts  from  these  advances  are  to  the  debit  of  Canada  will 
be  consolidated  in  a  single  loan  on  the  British  market. 

When  the  regular  annual  session  of  Parliament  assembled 
on  February  4,  1915,  Canada  had  already  found  itself  in  re- 
lation to  the  new  world-conditions  entailed  by  the  war  and 
was  able  to  realize  with  some  definiteness  what  sacrifices  it 
would  be  called  upon  to  make  during  its  continuance.  For 
some  weeks  after  the  outbreak  of  the  war,  Canadian  trade 
was  very  severely  crippled  in  many  lines.  Soon,  however,  re- 
adjustments began  to  take  place,  which  relieved  the  situation 
considerably.  Presently  large  war  orders  for  provisions  and 
supplies  began  to  pour  in  from  Britain  and  her  allies,  to  be 
followed  by  tentative  orders  for  manufactured  munitions  in 
the  way  of  shells,  railway  cars,  clothing,  boots  and  shoes,  etc. 
This  revived  trade  and  industry,  rapidly  turning  the  balance 
of  trade,  which  had  been  strongly  against  Canada  for  several 
years  previously,  as  strongly  in  her  favor. 

As  already  intimated,  the  continued  reduction  of  imports 
and  augmenting  of  exports  involved  a  decline  in  the  customs 
revenue.  To  meet  this  situation,  the  minister  of  finance  had 
recourse,  not  only  to  an  increased  rate  of  customs  taxation, 
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but  to  several  tax  features  entirely  new  to  Canadian  federal 
finance.  In  the  first  place,  there  was  a  general  surtax  added 
to  the  customs  tariff.  This  amounted  to  5  per  cent  on  the 
British  preference  rates,  7.5  per  cent  on  the  intermediate,  or 
favored  nation  rate,  and  7.5  on  the  general  tariff.  This  sur- 
tax was  applied  to  goods  on  the  free  list  as  well  as  those 
already  taxed.  A  few  special  exceptions  were  made,  chief  of 
which  were  anthracite  coal  and  materials  employed  in  the 
manufacture  of  agricultural  implements  and  binder  twine. 
There  was  also  a  special  war  revenue  act,  the  chief  features 
of  which  were : 

(a)  A  tax  of  one-quarter  of  one  per  cent  on  the  aver- 
age note  issue  of  the  banks. 

(b)  A  tax  of  one  per  cent  on  the  gross  interest  income 
of  loan  and  trust  companies  and  the  net  premiums  of 
insurance  companies,  except  life,  marine,  or  purely 
mutual  companies ;  foreign  companies  to  be  taxed  on  the 
basis  of  their  Canadian  income. 

(c)  Telegrams  and  cable  messages,  one  cent  each. 

(d)  Railway  and  steamship  tickets  at  the  rate  of  five 
cents  on  every  $5.00  of  the  fare ;  10  cents  on  each  sleep- 
ing car  ticket,  and  five  cents  on  each  chair  car  ticket: 
also  a  tax  of  $1.00  on  five  on  foreign  steamship  tickets, 
except  to  the  United  States  and  British  possessions  in 
America,  which  came  under  the  first  clause. 

(e)  A  two-cent  stamp  on  every  bank  check,  bill  of  ex- 
change, promissory  note  to  the  banks,  money  order, 
postal  note,  and  travelers'  check. 

(f)  One  cent  extra  on  all  letters  and  postcards. 

(g)  On  bottles  and  packages  containing  proprietary  or 
patent  medicines  and  perfumery,  a  one-cent  stamp  for 
each  25  cents  in  value.  On  non-sparkling  wines,  five 
cents  per  quart,  and  on  sparkling  wines.  25  cents  per 
pint. 

During  the  fiscal  year  1915-16,   the   revenue   derived   from 
these  special  taxes  amounted  to  something  over  $3,000,000. 

The  new  war  appropriation  act  authorized  the  expenditure 
of  $100,000,000  during  the  fiscal  year  1915-16.     In  order  to 
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be  able  the  better  to  meet  the  exceptional  demands  of  the 
war,  no  new  public  works  of  any  consequence  have  been  un- 
dertaken since  the  war  began.  Those  under  construction, 
however,  have  been  continued,  chief  of  which  are  the  Hudson 
Bay  Railway,  the  new  Welland  Canal,  the  Quebec  Bridge,  the 
Halifax  terminals,  and  St.  John  Harbor  works.  The  two  new 
transcontinental  railway  systems,  the  Canadian  Northern 
Railway  and  the  Grand  Trunk  Pacific  Railway,  having 
scarcely  completed  their  lines  when  the  European  money 
markets  were  closed  to  them,  sought  assistance  from  the  gov- 
ernment, which  had  guaranteed  their  bonds.  This  was  granted 
perforce,  pending  the  future  negotiation  of  their  remaining 
securities. 

In  order  to  meet  the  war  expenditure  unprovided  for  by 
revenue  during  the  fiscal  year  1915-16,  the  government  had, 
naturally,  to  resort  to  loans.  Owing  to  the  enormous  pur- 
chases of  Britain  and  the  Allies  in  the  United  States  and 
Canada,  most  of  which  were  financed  through  London,  the 
exchange  with  America  naturally  began  to  run  strongly 
against  London.  It  was,  therefore,  very  undesirable  to 
attempt  to  place  any  further  loans  in  Britain,  especially 
where  the  proceeds  were  to  be  transmitted  to  this  side  of  the 
Atlantic.  The  minister  of  finance,  therefore,  for  the  first 
time  in  the  history  of  the  dominion  government,  turned  his 
attention  to  the  American  money  market.  Canadian  com- 
mercial, municipal,  and  even  provincial  loans  had  been  nego- 
tiated in  the  American  markets,  but  never  before  a  dominion 
loan.  During  the  summer  of  1915,  he  succeeded  in  disposing 
of  temporary  loans  in  New  York  in  the  shape  of  one-  and 
two-year  notes.  The  first  wTas  for  $25,000,000  at  five  per  cent 
at  par,  and  the  second  for  $20,000,000  at  five  per  cent  at  99.5. 
Both  loans  were  convertable  into  five  per  cent  bonds,  matur- 
ing in  August,  1935. 

Meantime,  the  project  of  a  domestic  loan  of  considerable 
dimensions  had  been  suggested  and  was  taken  up  with  a  good 
deal  of  enthusiasm.  This,  too,  was  an  entirely  new  departure. 
Owing  to  the  ease  with  which  capital  for  government  loans 
had  hitherto  been  procured  in  London,  and  at  rates  which 
very  few  Canadians  would  care  to  accept,  it  had  never  oe- 
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curred  to  the  government  to  offer  any  of  its  loans  on  the 
domestic  money  market.  "War  conditions,  however,  were 
effecting  many  changes  in  economic  as  well  as  other  relations. 
Considering  the  rates  which  had  to  be  offered  for  all  public 
loans,  the  idea  of  a  domestic  loan  for  dominion  purposes  ap- 
pealed to  Canadians  of  all  classes.  As  a  result,  when  sub- 
scriptions were  invited  in  November,  1915,  for  the  first  purely 
Canadian  government  loan  of  $50,000,000,  it  met  with  an  ex- 
ceptionally cordial  response,  the  outcome  being  that  it  was 
more  than  doubly  subscribed.  The  government  immediately 
took  advantage  of  the  opportunity  to  strengthen  the  British 
exchanges  by  utilizing  the  additional  proffered  funds,  being 
$50,000,000,  to  pay  for  Allied  war  supplies  ordered  in 
Canada. 

In  order  further  to  encourage  the  placing  of  war  orders  in 
Canada  and  to  offset  the  discount  on  exchange  in  paying 
for  them,  the  Canadian  banks  undertook,  on  March  15  last, 
to  establish  a  credit  fund  of  $75,000,000  in  favor  of  the  im- 
perial treasury,  to  be  drawn  upon  as  occasion  required  in 
payment  for  munitions  supplied  from  Canada.  In  June  this 
was  supplemented  by  a  further  credit  of  $25,000,000.  Thus 
the  total  advances  made  to  the  British  treasury  for  payments 
in  Canada  amount  to  $150,000,000.  On  the  other  hand,  up 
to  February  last,  the  British  treasury  had  advanced  on  Cana- 
dian account  in  Europe  $135,000,000.  The  loans  raised  in 
the  United  States  and  Canada  in  1915  enabled  the  minister 
of  finance  to  meet  the  requirements  for  the  year  1915-16. 
During  that  year  the  national  debt  was  increased  by  $131,- 
000,000,  to  a  total  of  $580,000,000,  requiring  an  appropria- 
tion of  $20,000,000  for  interest  alone. 

Turning  to  the  current  year,  1916-17,  the  minister  of  fi- 
nance has  estimated  the  ordinary  expenditure  apart  from 
war  funds  at  $130,000,000  and  the  capital  expenditure  on 
public  works  at  $30,000,000  additional,  making  a  total  of 
$160,000,000.  This  is  a  reduction  of  $5,000,000  on  the  pre- 
vious year  and  of  $27,000,000  on  the  year  in  which  the  war 
broke  out.  These  economies,  however,  will  be  swallowed  up 
in  the  appropriation  of  another  $250,000,000  for  the  main- 
tenance of  Canada's  part  in  the  war. 
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Still  following  the  British  principle  of  meeting  as  large  a 
proportion  as  possible  of  the  outlay  by  additional  taxation, 
the  government,  while  continuing  the  special  taxes  of  the  two 
previous  years,  adopted  an  additional  scheme  of  taxation  for 
the  current  year.  This  has  been  named  the  "business  profits 
war  tax,"  and  consists  of  a  levy  upon  the  profits  of  cor- 
porations and  business  partnerships,  above  a  certain  percent- 
age. A  special  effort  has  been  made  to  reach  the  profits  of 
those  who  have  prospered  through  the  manufacture  of  muni- 
tions and  other  war  supplies.  The  tax  to  be  levied  is  25  per 
cent  of  the  profits  of  incorporated  companies  in  excess  of 
seven  per  cent,  and  the  profits  of  others  in  business  in  excess 
of  10  per  cent.  The  tax  is  made  retroactive  to  the  beginning 
of  1915. 

Obviously  the  equitable  and  efficient  carrying  out  of  such  a 
measure  involves  not  only  many  careful  provisions  in  the  act, 
but  also  a  great  deal  of  discrimination  on  the  part  of  thosg 
entrusted  with  the  administration  of  it.  Time  will  not  permit 
one  to  go  into  the  details  of  the  measure.  A  few  of  the  lead- 
ing points,  however,  will  suffice  to  indicate  the  lines  on  which 
the  tax  will  operate. 

In  the  first  place,  any  taxes  paid  under  the  special  revenue 
act  of  1915,  referring  to  the  taxes  on  banks,  trust  and  loan 
and  insurance  companies,  or  any  taxes  paid  by  the  corpora- 
tion affected  under  any  other  war  revenue  measures  in  Great 
Britain  or  any  part  of  the  British  Empire,  may  be  deducted 
from  the  assessments  made  under  this  act.  The  profits  on 
any  capital  less  than  $50,000  are  exempt,  except  where  20  par 
cent  or  more  of  the  capital  is  employed  in  the  manufacture 
of  war  munitions.  Other  exemptions  include  the  businesses 
of  life  insurance,  agricultural  and  live-stock  farming,  and  any 
industry  where  90  per  cent  of  the  stock  is  owned  by  a  prov- 
ince or  municipality. 

The  profits  to  be  considered  are  the  net  profits  on  the 
actual  capital  of  a  Canadian  company,  or,  in  the  case  of  for- 
eign corporations  operating  in  Canada,  the  profits  on  that 
portion  of  the  capital  which  may  be  considered  to  be  em- 
ployed in  Canada.  In  determining  the  actual  value  of  the 
capital  of  the  company,  the  chief  importance  is  attached  to 
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the  actual  payments  on  the  capital  stock  and  the  concrete 
assets  of  the  corporation,  the  object  being  to  eliminate 
watered  stock  or  fictitious  capital.  On  the  other  hand,  the 
accumulated  rest  and  reserve  funds  of  a  company  will  be 
taken  as  part  of  its  paid-up  capital.  Borrowed  money  and 
debts  are  to  be  deducted  from  the  capital.  Forms  are  pre- 
scribed for  the  necessary  returns  to  be  made  to  the  govern- 
ment. The  minister  of  finance  assumes  large  discretionary 
powers  in  determining  what  shall  or  shall  not  be  included  or 
excluded  in  fixing  the  basis  of  profits.  Provision  is  made  for 
appeals  against  the  assessments  of  the  department. 

Undoubtedly,  the  measure  is  confronted  with  most  of  the 
difficulties  of  an  income  tax,  except  that  it  is  confined  to  the 
incomes  of  larger  corporations  or  wealthy  partnerships  and 
individuals.  The  measure  of  success  which  attends  the  work- 
ing out  of  this  form  of  taxation  will  be  followed  with  much 
interest,  since,  if  successful,  it  may  have  important  sequences 
in  connection  with  more  permanent  measures  for  raising  part 
at  least  of  the  federal  revenue  long  after  the  temporary  war 
tax  has  passed. 

As  in  the  previous  war  period,  in  raising  the  greater  part 
of  the  exceptional  expenditures  required  for  1916-17,  the 
government  has  had  to  raise  funds  by  loans.  In  the  spring  of 
this  year  the  minister  successfully  floated  a  loan  of  $75,000,- 
000  in  New  York.  At  the  present  time  the  details  of  a  second 
domestic  loan  are  being  worked  out  in  consultation  with  the 
leading  bankers  and  other  financial  authorities.  The  result 
may  be  announced  in  the  latter  part  of  September.  In  con- 
nection with  the  raising  of  funds  by  loan,  it  may  be  noted 
again  that  the  increasing  resort  to  the  money  markets  of  the 
United  States  and  of  Canada  itself  constitutes  the  most 
unique  feature  in  the  war  finance. 

When  so  many  millions  are  being  added  to  the  national 
debt,  it  is,  of  course,  highly  desirable  that  a  spirit  of  economy 
and  thrift  should  prevail  among  the  people.  If  they  place 
with  the  government  what  they  would  otherwise  dispose  of 
in  more  or  less  unnecessary  expenditure,  the  funds  will  still 
be  employed  in  the  country.  By  domestic  loans  the  burdens 
of  the  future  are  diminished  and  the  necessity  for  an  excep- 
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tional  export  of  wealth  to  meet  the  annual  interest,  and  even- 
tually the  principal  charges,  are  correspondingly  reduced. 

It  is  not  possible  to  pass  in  review  the  many  minor  expen- 
ditures connected  with  the  war  which  are  met  by  provincial 
and  municipal  governments,  and  which  are  also,  of  course, 
drawn  from  the  pockets  of  the  people.  Further,  the  volun- 
tary contributions  of  Canadians  towards  all  manner  of  red 
cross  and  hospital  work,  for  soldiers'  comforts,  and  charitable 
contributions  towards  the  non-combatant  victims  of  the  war 
in  Europe,  have  to  be  reckoned  as  part  of  the  sacrifices  of 
Canadians  in  connection  with  the  war.  Finally,  the  generous 
assistance  afforded  to  the  dependents  of  the  Canadian  soldiers 
who  are  serving  at  the  front,  and  who  are  entirely  recruited 
by  voluntary  enlistment,  have  to  be  considered.  These  latter 
contributions  are  made  through  the  Canadian  Patriotic  Fund, 
under  a  board  of  trustees.  Up  to  February  29  last,  the  fund 
had  received  over  $8,000,000  and  had  obtained  pledges  for 
the  current  year  of  nearly  $10,000,000  additional.  Unques- 
tionably the  sacrifices,  national  and  individual,  which  the 
Canadians  have  undertaken  in  connection  with  this  terrible 
war  are  very  heavy  and  will  be  felt  for  many  years  to  come. 
They  are  acknowledged  to  be  the  inevitable  price  which  has 
to  be  paid  for  the  maintenance  of  their  future  liberties,  but 
the  people  are  encouraged  by  the  confident  assurance,  backed 
by  increasing  evidence,  that  their  sacrifices  are  not  to  be  in 
vain. 


FEDEBAL  INHERITANCE  TAXATION 

NILS   P.    HAUGEN 
Chairman  Wisconsin  Tax  Commission,  Madison,  Wisconsin 

This  association  has  for  its  object  the  study  of  state  and 
local  taxation.  It  has  not  in  the  past  given  any  special  atten- 
tion to  federal  methods  of  taxation,  but  has  held  consistently 
to  the  purpose  of  its  organization.  The  inheritance  tax  has 
never  been  considered  an  important  contributor  to  the  needs 
of  the  federal  treasury.  The  requirements  of  the  states  are 
today  as  great  and  pressing  as  those  of  the  federal  treasury, 
and  I  believe  more  so.  Most  of  our  public  expenditures  are 
local.  Local  interests,  local  self-government  are  too  impor- 
tant to  be  ignored.  The  bill  now  before  the  Committee  on 
Finance  of  the  United  States  Senate  providing  for  the  imposi- 
tion of  a  federal  inheritance  tax  revives  interest  in  this  ques- 
tion in  a  manner  that,  from  the  standpoint  of  state  officials, 
ought  not  to  be  ignored. 

The  bill  in  the  form  in  which  it  was  referred  to  the  Senate 
Committee  provides  for  a  progressive  tax  on  estates  of  resi- 
dents of  the  United  States  in  amounts  exceeding  $50,000, 
that  amount  being  exempt ;  in  the  case  of  non-residents  there 
seems  to  be  no  exemption,  except  such  as  is  allowed  for  ex- 
penses and  costs  of  administration.  The  bill  is  very  drastic 
in  its  provisions  and  requires  any  executor  or  administrator 
coming  into  the  possession  of  any  taxable  estate  to  file  a  re- 
turn under  oath  with  the  collector  of  internal  revenue,  setting 
forth  the  gross  estate  of  the  decedent,  deductions  allowable, 
and  other  detailed  items.  It  provides  that  if  the  tax  is  not 
paid  within  sixty  days  after  date — one  year  and  sixty  days 
after  the  death  of  the  decedent — the  collector  of  internal  rev- 
enue shall  commence  proceedings  in  any  court  of  the  United 
States  to  enforce  collection  of  the  tax ;  that  unless  the  tax  is 
sooner  paid  it  shall  be  a  lien  upon  the  gross  estate  of  the 
decedent  for  ten  years.  It  provides  heavy  penalties  for 
failure  to  comply  with  the  terms  of  the  act  by  the  executor 
or  anyone  "having  in  his  possession  or  control  any  record, 
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file  or  paper  containing  or  supposed  to  contain  any  informa- 
tion concerning  the  estate  of  the  decedent,"  or  who  "fails  to 
exhibit  the  same  upon  request  to  the  commissioner  of  internal 
revenue  or  any  collector  or  law  officer  of  the  United  States  or 
his  duly  authorized  deputy  or  agent  who  desires  to  examine 
the  same  in  the  performance  of  his  duties,  etc."  No  compen- 
sation to  executors  is  provided. 

At  the  very  first  meeting  of  this  conference,  held  at  Colum- 
bus in  1907,  the  following  resolution  was  adopted : 

Whereas,  The  several  states  are  now  taxing  inheritances  with  marked 
success  and  need  all  the  revenue  that  can  properly  be  drawn  from  this 
source;   and 

Whereas,  The  federal  government  can  readily  raise  additional  revenue 
when  required  from  other  sources: 

Resolved,  That  it  is  the  sense  of  this  conference  that  inheritance  taxes 
should  be  reserved  wholly  for  the  use  of  the  several  states. 

I  am  not  aware  that  the  opinion  of  this  conference  has 
changed  from  that  expressed  in  the  resolution  adopted  at  Co- 
lumbus and  believe  that  the  members  of  the  conference  stand 
today  where  they  did  at  that  time,  for  the  protection  of  all 
proper  sources  of  local  and  state  revenue. 

The  states  today  need  more  revenue  than  they  did  ten 
years  ago.  "We  know  public  expenditures  have  increased 
beyond  expectation,  and  in  this  progressive  age  it  would  be 
folly  to  expect  that  taxes  will  decrease.  The  tendency  is  all 
the  other  way  —  universally  so.  The  property  tax  rate  in- 
creases, or,  if  the  rate  does  not  increase,  the  values  increase, 
which  amounts  to  the  same  thing. 

The  inheritance  tax  has  been  adopted  in  nearly  all  the 
states.  It  is  a  simple,  easy  method  of  obtaining  revenue  in  a 
manner  not  particularly  burdensome  to  the  taxpayer.  Its  ad- 
ministration fits  well  into  our  state  governmental  machinery, 
while  it  does  not  adapt  itself  to  federal  laws.  The  states  are 
gradually  amending  their  inheritance  tax  laws  so  as  to  avoid 
double  taxation  of  the  same  property  and  to  preserve  proper 
state  comity.  In  fact,  the  system  has  come  to  stay  with  the 
states,  where  it  naturally  belongs.  A  federal  inheritance  tax 
must  look  to  the  state  courts  for  primary  administrative  pur- 
poses. It  introduces  an  anomaly  in  legal  proceedings  and 
12 


178  NATIONAL  TAX  ASSOCIATION 

delay  in  settling  estates.  Conflicts  between  state  and  federal 
jurisdictions  are  very  likely  to  occur.  Executors  and  admin- 
istrators are,  under  the  federal  bill  as  it  stands,  called  upon 
to  perform  duties  and  assume  responsibilities  not  implied  in 
their  appointment  under  state  authority,  and  not  covered  by 
their  bonds. 

The  federal  judicial  districts  are  large.  Using  Wisconsin 
by  way  of  illustration,  we  have  two  federal  districts  in  the 
state,  each  with  one  district  attorney.  There  are  71  county 
or  probate  courts  in  Wisconsin  holding  terms  at  least  once  a 
month  and  most  of  them  in  session  every  day,  with  the  usual 
summer  vacation. 

Our  administration  of  estates  has  developed  under  state 
jurisdictions.  It  is  a  misfit  under  the  federal  system.  The 
inheritance  tax  is  made  a  lien  upon  the  assets  of  the  estate 
governed  by  state  laws  in  harmony  with  legal  proceedings  in 
state  courts.  When  the  tax  is  paid  the  lien  is  discharged. 
The  federal  bill  provides  for  a  lien  to  remain  as  such  ten 
years  unless  sooner  discharged.  Estates  should  be  settled 
with  promptness,  which  means  economy.  The  law's  delay 
always  means  expense  and  too  frequently  waste.  It  can 
scarcely  be  expected  that  estates  subject  to  two  jurisdictions 
will  be  settled  with  the  same  promptness,  dispatch,  and 
economy  that  are  characteristic  of  probate  proceedings  in  the 
state  courts. 

It  is  as  true  now,  I  believe,  as  it  was  ten  years  ago  that 
there  is  no  pressing  necessity  for  the  federal  government  to 
resort  to  this  method  of  taxation.  If  we  were  really  involved 
in  war  no  one  would  raise  a  voice  against  resorting  to  an  in- 
heritance tax  or  any  other  method  of  taxation.  Fortunately 
there  is  no  unusual  emergency  existing.  The  present  low 
state  of  the  federal  treasury  ought  not  to  be  alarming,  and 
onty  slight  changes  in  some  important  schedules  of  our  cus- 
toms laws  or  income  tax  laws  would  give  relief,  whether  such 
changes  be  made  on  the  revenue  principle  or  on  the  protec- 
tive principle,  and  for  the  collection  of  such  revenues  the  gov- 
ernmental machinery  is  perfect  and  in  constant  operation. 

A  step  towards  an  inheritance  tax  seems  to  me  to  be  a  de- 
parture from  Democratic  principles  in  regard  to  state's  rights, 
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and  it  is  strange  that  this  tendency  should  develop,  under  the 
present  Democratic  administration,  by  reaching  for  funds 
into  a  field  so  well  adapted  to  the  states  and  which  they  have 
so  fully  occupied. 

It  is  true  that  the  bill  now  before  the  Senate  Committee 
proposes  to  tax  only  estates  over  $50,000  in  the  case  of  resi- 
dents. It  is  in  a  sense  a  surtax;  but,  if  it  is  desirable  to  in- 
crease the  rate  on  the  larger  estates,  reserve  that  right  to  the 
states.  They  need  the  revenue  fully  as  much  as  does  the 
federal  government. 

Complaint  is  heard  everywhere  today  of  high  taxes;  not 
federal  taxes,  but  state  and  local  property  taxes.  There  is  no 
complaint  of  the  inheritance  tax  as  administered  in  the  states. 

This  is  entirely  a  question  of  policy.  There  can  be  no  great 
underlying  principle  involved.  State  and  local  expenditures 
are  bound  to  increase  so  long  as  modern  development  con- 
tinues. The  public  demands  more  and  better  public  facilities 
in  every  respect;  better  schools,  better  highways,  and  better 
sanitary  conditions.  We  are  looking  after  the  welfare  of  the 
citizen,  both  physically  and  mentally,  to  a  degree  not  thought 
of  a  generation  ago.  All  these  activities  cost  money  and  the 
expenses  are  defrayed  by  the  states  and  local  communities. 
The  federal  activities  occupy  a  wider  and  larger  domain. 
They  do  not  come  down  to  the  individual  citizen  as  do  the 
state  and  local  governments.  The  present  apparent  exigency 
of  the  federal  treasury  will  in  all  probability  disappear  as 
soon  as  normal  world  conditions  are  restored.  It  is  neither 
wise  nor  in  the  public  interest  that  revenues  properly  avail- 
able for  local  administrative  purposes  should  be  diverted  to 
the  larger  field,  where  they  can  be  more  readily  supplied  from 
other  sources. 

May  I  suggest  that  the  members  of  this  conference  get  into 
communication  with  their  respective  senators  and  call  their 
attention  to  the  objectionable  features  connected  with  this 
proposed  legislation. 

I  believe  with  Dr.  Bullock  that  the  inheritance  tax  should 
have  for  its  object  revenue  and  not  social  reformation,  or  the 
distribution  of  wealth,  any  further  than  the  natural  inci- 
dence in  that  respect  of  a  heavy  tax.  The  states — most  of 
them — may  well  increase  the  rates  on  large  estates. 


REPORT  OF  THE  COMMITTEE  ON  THE  FEDERAL 
INCOME  TAX 

Your  Committee  was  appointed  under  a  resolution  adopted 
at  the  Eighth  Conference  x  to  investigate  and  to  report  upon 
the  federal  income  tax.  From  the  phraseology  of  this  resolu- 
tion and  the  discussion  which  followed  its  introduction,  it  ap- 
pears that  the  original  purpose  of  the  Committee  was  to  be 
two-fold;  (a)  to  co-operate  with  the  federal  authorities  in  the 
simplification  and  improvement  of  the  income  tax,  and  (b)  to 
report  to  the  next  conference. 

There  was  no  occasion  or  opportunity  for  conferring  with 
Congress  up  to  the  time  of  the  Ninth  Conference,  nor  did  it 
seem  advisable  to  deal  with  the  administrative  officers  of  the 
government  until  the  Committee  had  formulated  its  views  and 
submitted  them  to  that  conference.  Accordingly,  a  report 
was  made  at  San  Francisco  containing  17  specific  recommen- 
dations as  to  the  amendment  of  the  law.2  The  report  was  dis- 
cussed and  considered  by  the  conference  and  thereafter  a 
resolution  was  adopted  3  accepting  the  report  and  requesting 
the  association  "to  continue  the  Committee  for  one  year  under 
instructions  to  bring  the  report  to  the  attention  of  Congress, 
to  the  end  that  the  intent  of  the  federal  income  tax  law  may 
be  made  more  clear  and  its  administration  more  simple." 

The  Committee  has  been  in  some  doubt  as  to  just  what  these 
resolutions  authorized  it  to  do.  It  has  been  uncertain  how 
far  it  should  go  in  "bringing  the  report  to  the  attention  of 
Congress."  Its  usefulness  has,  perhaps,  been  lessened  because, 
it  has  seemed  wise  to  proceed  conservatively  and  with  discre- 
tion. With  this  preliminary  word  the  Committee  submits  this 
brief  record  of  its  activity  to  the  delegates  to  this  conference 
and  the  members  of  the  association. 

1  Proceedings  of  Eighth  National  Conference,  1914,  pp.  354,  355. 

2  Proceedings  of  Ninth  National  Conference,  1915,  pp.  280,  334. 

3  Proceedings,  1915,  p.  487. 
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After  the  San  Francisco  Conference  copies  of  the  report 
were  sent  to  all  United  States  senators  and  representatives 
and  were  distributed  widely.  Nothing  further  was  done  until 
January  24  last,  when  the  case  of  Brushaber  vs.  Union  Pacific 
R.  R.  Co.  was  decided  in  favor  of  the  validity  of  the  income 
tax  law.  In  this  case,  and  in  five  others  decided  shortly  there- 
after, substantially  every  question  of  constitutionality  was 
disposed  of  by  the  Supreme  Court.  Contemporaneously  with 
this  decision,  the  President  recommended,  as  one  of  the  meas- 
ures for  increasing  the  federal  revenue,  an  increase  in  the 
normal  income  tax  rate,  some  reduction  in  the  minimum  upon 
the  surtax,  and  a  progressive  increase  in  the  surtax  rates.  It 
soon  became  evident  that  Congress  intended  to  take  up  the 
general  discussion  of  the  income  tax ;  and  this  situation  opened 
the  way  for  your  Committee  to  attempt  to  carry  out  its  in- 
structions. 

To  this  end  the  chairman  of  the  Committee  and  most  of  its 
individual  members  have  been  in  frequent  correspondence  with 
both  senators  and  congressmen,  including  particularly  the 
members  of  the  "Ways  and  Means  Committee  of  the  House  and 
of  the  Finance  Committee  of  the  Senate.  A  majority  of  our 
members  have  also  at  various  times  conferred  at  Washington 
with  members  of  the  committees  referred  to  and  with  other 
officers  of  the  Treasury  Department.  At  the  suggestion  of 
one  of  the  members  of  the  Ways  and  Means  Committee,  the 
chairman  of  your  Committee  drafted  several  amendments  to 
the  act  designed  to  cany  some  of  our  recommendations  into 
effect.  At  the  suggestion  of  the  same  member  of  the  Ways 
and  Means  Committee,  Messrs.  Holcomb,  Holmes,  and  Rearick 
drafted  and  submitted  a  series  of  amendments  to  the  present 
act  designed  to  carry  our  other  recommendations  into  effect, 
together  with  an  explanatory  memorandum  and  a  complete 
re-draft  of  the  act  as  it  would  appear  if  all  the  suggested 
amendments  were  adopted  and  certain  obviously  desirable 
changes  in  form  and  language  were  made.  This  was  done 
with  the  full  knowledge  and  concurrence  of  all  of  the  mem- 
bers of  our  Committee. 

Finally,  on  May  22,  1916,  at  the  suggestion  of  certain  mem- 
bers of  Congress  who  had  expressed  interest  in  the  general 


182  NATIONAL  TAX  ASSOCIATION 

subject,  an  informal  conference  was  arranged  at  Washington, 
attended  by  some  of  the  members  of  the  "Ways  and  Means  Com- 
mittee and  of  the  Finance  Committee  of  the  Senate,  at  which, 
among  others,  the  question  of  the  advisability  of  substituting 
the  plan  of  information  at  the  source  for  that  of  withholding 
at  the  source  was  discussed.  The  chairman  appointed  Prof. 
Adams  and  Messrs.  Rearick  and  Holcomb  to  represent  the 
Committee  at  the  conference. 

The  views  of  the  Committee,  on  this  occasion,  were  effec- 
tively presented  by  Dr.  Adams;  and  it  was  made  clear  that 
the  Committee  desired  to  express  its  views  only  on  the  ques- 
tion of  information-at-source  as  compared  to  collection-at- 
source.  On  the  other  topic  of  the  conference — the  advisability 
of  taxing  foreign-held  securities — the  Committee  as  such  pre- 
sented no  argument,  as  this  subject  had  not  been  touched  upon 
in  the  original  report..  The  other  delegates  of  the  Committee 
were  present  at  the  conference,  but  did  not  participate  ac- 
tively in  the  discussion. 

After  the  hearing,  at  which  both  opponents  as  well  as  other 
advocates  of  the  suggested  change  were  heard,  the  members  of 
your  Committee  who  were  present  were  requested  to  file  a 
brief  or  memorandum  in  support  of  the  views  presented  by 
Dr.  Adams.  This  request,  which  was  referred  to  the  chair- 
man of  your  Committee,  placed  the  members  referred  to  in  a 
position  of  some  embarrassment.  As  the  discussion  at  the 
hearing  on  the  part  of  those  opposed  to  our  recommendations 
had  assumed  a  controversial  tone  it  seemed  doubtful  whether 
the  authority  given  to  the  Committee  contemplated  that  it 
should  engage  in  an  active  controversy,  and  whether  to  do  so 
would  not  tend  to  impair  the  dignity  and  prestige  of  the 
association.  Our  instructions  were  "to  bring  the  report  to 
the  attention  of  Congress,"  not  to  make  additional  reports. 
In  the  judgment  of  your  chairman,  which  was  concurred  in 
by  all  the  members  of  the  Committee  within  easy  reach,  it 
was  permissible  to  "bring  the  report  to  the  attention  of  Con- 
gress" by  oral  argument  of  some  specifically  delegated  mem- 
ber or  members  of  the  Committee ;  but  any  attempt  to  submit 
a  new  or  additional  report  in  the  shape  of  a  brief  or  memo- 
randum would  almost  certainly  have  been  misconstrued  by 
some  members  of  the  association. 


FEDERAL  INCOME  TAX  183 

It  was,  therefore,  determined  by  the  members  of  the  Com- 
mittee who  attended  the  conference,  after  consultation  with 
the  chairman  of  the  Committee,  that  it  was  inadvisable  for  the 
Committee  to  continue  to  press  the  recommendations  of  it3 
report.  Notwithstanding  the  fact  that  the  Committee  thus 
withdrew  from  further  activity  in  the  matter,  in  certain 
printed  arguments  which  were  filed  as  a  result  of  the  confer- 
ence by  some  of  those  who  had  opposed  the  views  of  the  Com- 
mittee, not  only  were  the  motives  of  certain  members  of  your 
Committee  impugned  and  their  disinterestedness  questioned, 
but  the  report  of  the  Committee  itself  was  vigorously  criti- 
cized. 

This  experience  leads  us  to  question  whether  it  is  expedient 
for  the  National  Tax  Association  to  concern  itself  directly  in 
the  realization  in  actual  legislation  of  the  tax  reforms  which 
its  investigations  and  the  deliberations  at  the  annual  confer- 
ences held  under  its  auspices  indicate  to  be  desirable.  We 
agree  that  it  is  highly  important  that  plans  to  secure  greater 
uniformity  and  equity  in  tax  laws,  if  they  are  to  be  effective, 
be  actively  advocated  before  Congress  and  state  legislatures 
by  representative  organizations.  We  doubt,  however,  whether 
the  National  Tax  Association  as  originally  conceived  and  now 
organized  is  the  proper  body  to  undertake  this  work.  What- 
ever might  be  the  tangible  results  accomplished,  we  seriously 
question  whether  such  activity  would  not  impair  the  influence 
and  usefulness  of  the  association  in  its  work  of  collecting  and 
distributing  information  and  promoting  dispassionate  study 
and  discussion  of  sound  principles  of  taxation.  If  the  asso- 
ciation is  to  go  farther  than  to  embody  the  results  of  these 
activities  in  recommendations,  it  will  most  certainly  excite,  as 
it  has  done  in  this  instance,  the  criticism  of  particular  inter- 
ests. We,  therefore,  question  whether  it  would  not  be  better 
to  leave  the  advocacy  before  legislative  bodies  of  the  prin- 
ciples and  policies  which  we  from  time  to  time  endorse  to 
such  organizations,  whether  of  taxpayers  or  others,  as  may 
have  occasion  to  do  so  by  reason  of  some  direct  and  imme- 
diate interest. 

The  work  of  your  Committee,  therefore,  came  to  an  end 
with  the  oral  argument  presented  by  Prof.  Adams  on  May  22. 
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As  a  result  of  the  somewhat  elaborate  consideration  of  the 
question  by  the  members  of  Congress,  doubtless  affected  to 
some  extent  by  the  representations  of  your  Committee  through 
its  activities  above  described,  many  important  changes  in  the 
law  have  been  made.  Some  of  these  changes  follow  quite  ex- 
actly the  recommendations  of  your  Committee,  and  to  that 
extent  our  labor  may  be  said  to  have  borne  definite  fruit. 
Many  of  the  changes  have  doubtless  been  made  as  a  result  of 
the  discussion  had  by  members  of  your  Committee  from  time 
to  time  with  those  in  charge  of  the  amendment  of  the  law.  We 
are,  of  course,  aware  that  doubtless  many  other  persons  were 
actively  promoting  certain  changes,  perhaps  similar  to  those 
which  were  recommended  by  your  Committee,  and  also  that 
its  recommendations  may  have  been  quite  actively  opposed. 
It  appears  to  be  of  possible  interest  to  the  association  to  have 
some  rather  complete  analysis  of  the  law  as  it  now  appears, 
and  we,  therefore,  append  below  such  an  analysis,  indicating 
therein  those  recommendations  of  your  Committee  which  have 
been  substantially  followed. 

In  closing  this  report,  it  is  a  distinct  pleasure  to  be  able  to 
refer  to  the  cordial  and  friendly  spirit  in  which  the  sugges- 
tions of  the  Committee  have  been  received  by  members  of 
Congress  and  by  the  representatives  of  the  Treasury  Depart- 
ment, although  we  found  them  in  disagreement  with  our  views 
at  many  points.  In  particular,  we  feel  it  our  duty,  as  it  is 
our  pleasure,  to  refer  to  our  relations  with  Judge  Hull  who, 
as  is  well  known,  has  had  the  bulk  of  the  detail  work  to  do. 
His  consistently  friendly  and  attentive  attitude,  his  unfailing 
patience  as  a  listener,  and  his  readiness  to  respond  to  our 
every  request  for  a  hearing,  have  been  remarkable.  It  ought 
to  be  known  by  the  members  of  this  conference  and  this  asso- 
ciation, to  whom  this  report  is  more  directly  addressed,  how 
hard  a  task  he  has  had  to  perform  and  how  faithfully  and 
conscientiously  he  has  performed  it.  Those  who  know  some- 
thing of  the  difficulties  and  discouragements  encountered  in 
an  endeavor  to  improve  tax  laws  will,  we  know,  appreciate 
this  all  too  feeble  a  tribute. 

Not  less  important  was  the  steady,  consistent,  and  intelli- 
gent encouragement  received  through  our  contact  with  the 
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officials  of  the  Treasury  Department.  Without  intending  to 
imply  anything  by  the  omission  of  any  other  names,  we  wish 
to  emphasize  our  appreciation  of  the  desire  for  improvement 
of  the  law  displayed  by  Assistant  Secretary  of  the  Treasury 
William  P.  Malburn  and  by  the  deputies  designated  by  Com- 
missioner Osborn  to  co-operate  with  Congress — Messrs.  Speer, 
Boyd,  Lambert,  and  others. 

We  can  unhesitatingly  say,  in  conclusion,  that  in  its  ad- 
ministrative features  the  new  law  is  a  decided  improvement 
over  the  original  act. 

Respectfully  submitted, 

Edwin  R.  A.  Seligman,  Chairman 

T.  S.  Adams 

Charles  J.  Bullock 

A.  E.  Holcomb 

Geo.  E.  Holmes 

K.  K.  Kennan 

R.  H.  Montgomery 

A.  C.  Rearick 

Appendix  to  Report  op  Committee  on  the  Federal 
Income  Tax 

a  statement  of  the  provisions  of  the  income  tax  law  op 

september  8,  1916,  conforming  to  the  committee's 

recommendations,  and  of  other  changes 

made  by  the  said  act 

Of  the  17  recommendations  made  by  the  Committee,  nine 
appear  to  be  followed  in  full  or  in  part  in  the  amended  in- 
come tax  law  of  September  8,  1916.  The  following  is  a  brief 
statement  of  the  changes  in  the  law  of  income  taxation  made 
by  the  act  of  September  8,  1916,  as  well  as  a  brief  review  of 
the  Committee's  recommendations  and  their  effect  upon  the 
new  act. 

The  fourth  recommendation  of  the  Committee  was  that 
individuals  be  permitted  to  deduct  all  losses,  including  a 
reasonable  allowance  for  depreciation  incurred  in  the  busi- 
ness, trade,  or  profession  in  which  they  are  engaged,  and  in- 
cluding also  losses  of  property  used  for  investment  or  speeu- 
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lative  purposes  where  the  gain,  if  any,  would  be  subject  to 
tax.  The  intent  of  this  recommendation  was  that  the  law 
should  recognize  losses  other  than  those  incurred  strictly  in 
connection  with  the  business  or  trade  of  the  taxpayer,  such  as 
losses  of  property  used  for  investment  or  speculative  pur- 
poses. The  recommendation  was  followed  in  the  fifth  deduc- 
tion of  Section  6,  which  provides  that  "in  transactions  en- 
tered into  for  profit  but  not  connected  with  their  business  or 
trade,  the  losses  actually  sustained  therein  during  the  year 
[may  be  deducted]  to  an  amount  not  exceeding  the  profits 
arising  therefrom."  The  limitation  in  this  provision  was 
deemed  necessary  by  Congress  in  order  to  guard  against  the 
possibility  of  a  taxpayer  making  claims  for  allowance  on 
account  of  losses  outside  his  regular  business  to  such  an  ex- 
tent that  he  would  unduly  escape  payment  of  the  tax  on  in- 
come from  his  business  or  trade. 

The  sixth  recommendation,  that  allowances  for  the  depre- 
ciation of  property  and  for  the  depletion  of  natural  resources 
should  be  on  a  basis  which  will  permit  the  return  of  the 
capital  invested  therein,  free  from  tax,  as  nearly  as  possible 
coincident  with  the  obsolescence  of  the  property  or  the  ex- 
haustion of  the  resources,  was  followed  in  the  eighth  deduc- 
tion under  Section  5  and  the  corresponding  provisions  apply- 
ing to  corporations.  These  deductions  permit,  in  the  case  of 
oil  and  gas  wells,  a  reasonable  allowance  for  actual  reduction 
in  flow  and  production  to  be  ascertained  not  by  the  flush  flow, 
but  by  the  settled  production  or  regular  flow,  and,  in  the  case 
of  mines,  a  reasonable  allowance  for  depletion  thereof  not  to 
exceed  the  market  value  in  the  mine  of  the  product  thereof 
which  has  been  mined  and  sold  during  the  year.  Provision  is 
made  in  each  case  that  when  the  allowance  so  authorized  is 
equal  to  the  capital  originally  invested,  or,  in  the  case  of  pur- 
chase made  prior  to  March  1,  1913,  the  fair  market  value  as 
of  that  date,  no  further  allowance  shall  be  made.  In  these 
provisions  Congress  recognized  the  contention  of  the  Com- 
mittee that  deduction  for  depletion  should  not  be  arbitrarily 
limited,  but  should  be  based  on  the  principle  that  it  is  in- 
tended to  cover  the  return  of  the  original  capital  free 
from  tax. 
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The  seventh  recommendation  of  the  Committee  suggested 
that  individuals  be  permitted  to  deduct  taxes  paid  within  the 
year  in  foreign  countries.  This  is  followed  completely  in  the 
language  of  the  third  deduction  under  Section  5  of  the  law. 

The  eighth  recommendation  of  the  Committee  was  that  the 
specific  exemption  should  be  lowered  and  the  language  of 
paragraph  "c"  should  be  clarified.  Congress  did  not  see  fit 
to  lower  the  specific  exemption,  but  the  personal  exemption, 
as  it  is  called  in  the  new  law,  was  extended  and  is  now  allowed 
not  only  to  husband  and  wife  living  together,  as  heretofore, 
but  in  addition  to  the  head  of  a  family.  The  language  of  the 
new  law  is  also  clearer  than  that  of  the  old  law.  It  is  ex- 
pressly declared  that  this  exemption  shall  be  allowed  for  the 
purpose  of  the  normal  tax  only  and  shall  be  allowed  to  guar- 
dians or  trustees  in  favor  of  each  ward  or  cestui  que  trust. 
The  exemption  is  also  allowed  to  estates,  the  income  of  which 
is  taxed  as  an  entity  during  the  period  of  administration  or 
settlement  and  when  it  is  not  distributed  annually  or  regu- 
larly. The  act  also  provides  that  non-resident  alien  individ- 
uals may  receive  the  benefit  of  the  personal  exemption  by  fil- 
ing, or  causing  to  be  filed,  a  return  of  their  total  net  income 
received  from  all  sources  in  the  United  States. 

The  tenth  recommendation  suggested  that  taxpayers  keep- 
ing books  of  account  in  accordance  with  statutory  require- 
ments or  well-recognized  methods  should  be  permitted  to  make 
their  returns  based  thereon.  Paragraph  "g"  of  Section  8 
and  paragraph  "d"  of  Section  8  provide  that  an  individual 
or  a  corporation  keeping  accounts  upon  any  basis  other  than 
that  of  actual  receipts  and  disbursements,  unless  such  other 
basis  does  not  clearly  reflect  its  income,  may,  subject  to  regu- 
lations made  by  the  Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the  Treasury,  make  their  re- 
turns upon  the  basis  upon  which  their  accounts  are  kept,  in 
which  case  the  tax  shall  be  computed  upon  the  income  as  so 
returned. 

The  thirteenth  recommendation  of  the  Committee,  that  tax- 
payers should  be  permitted,  with  the  approval  of  the  Com- 
missioner of  Internal  Revenue,  to  adopt  the  practice  of  deter- 
mining and  reporting  gains  or  losses  by  annual  inventory  of 
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values  is,  in  the  opinion  of  the  Committee,  practically  adopted 
by  the  use  of  the  language  referred  to  in  the  foregoing  para- 
graph. 

The  fourteenth  recommendation,  that  application  for  re- 
fund of  income  taxes,  with  consequent  right  of  appeal  from 
the  decision  of  the  department,  should  be  allowed  not  only  as 
at  present  within  two  years  from  date  of  payment  of  the  tax, 
but  also,  as  a  matter  of  course,  at  any  time,  without  limit,  as 
an  offset  where  additional  tax  for  any  year  is  claimed  by  the 
government,  is  followed  in  the  proviso  to  paragraph  "a"  of 
Section  14,  reading  as  follows  : 

Provided,  That  upon  the  examination  of  any  return  of  income  made 
pursuant  to  this  title,  the  act  of  August  fifth,  nineteen  hundred  and  nine, 
entitled  "An  act  to  provide  revenue  and  equalize  duties,  and  encourage 
the  industries  of  the  United  States,  and  for  other  purposes, ' '  and  the  act 
of  October  third,  nineteen  hundred  and  thirteen,  entitled  "An  act  to 
reduce  tariff  duties  and  to  provide  revenue  for  the  Government,  and  for 
other  purposes,"  if  it  shall  appear  that  amounts  of  tax  have  been  paid 
in  excess  of  those  properly  due,  the  taxpayer  shall  be  permitted  to  present 
a  claim  for  refund  thereof  notwithstanding  the  provisions  of  Section 
three  thousand  two  hundred  and  twenty-eight  of  the  Revised  Statutes. 

The  sixteenth  recommendation,  that  the  act  should  define  at 
least  some  of  the  special  terms  therein  contained,  while  not 
followed  to  the  extent  of  adding  a  glossary  to  the  law,  has 
been  observed  in  a  more  careful  and  uniform  selection  of  terms 
throughout  the  law. 

The  seventeenth  recommendation,  that  provision  should  be 
made  for  a  more  elaborate  publication  and  analysis  of  income 
tax  statistics,  is  followed  in  the  language  of  Section  21  of  the 
act  which  provides  "that  the  preparation  and  publication  of 
statistics  reasonably  available  with  respect  to  the  operation 
of  the  income  tax  law  and  containing  classifications  of  tax- 
payers and  all  income,  the  amounts  allowed  as  deductions  and 
exemptions,  and  any  other  facts  deemed  pertinent  and  val- 
uable, shall  be  made  annually  by  the  Commissioner  of  Internal 
Revenue,  with  the  approval  of  the  Secretary  of  the  Treasury. ' ' 

The  recommendation  of  the  Committee  that  collection  at 
the  source  should  be  abolished  and  information  at  the  source 
introduced,  that  individuals  having  a  gross  income  of  $3,000 
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should  be  required  to  make  returns,  that  corporations  should 
be  permitted  to  deduct  amounts  received  by  them  as  divi- 
dends, that  the  relation  of  parent  and  subsidiary  corpora- 
tions should  be  recognized,  and  that  permission  should  be 
granted  to  state  officers  to  inspect  the  returns  of  corpora- 
tions, were  not  adopted.  The  soundness  of  these  recommen- 
dations was  recognized  very  generally  by  the  leaders  of  the 
dominant  party,  but  partly  for  political  reasons  and  very 
largely  for  reasons  of  revenue  alone  they  were  finally  rejected. 

The  third  recommendation,  that  partnerships  should  be  re- 
quired to  file  substantially  the  same  kind  of  return  as  corpora- 
tions are  required  to  file  and  to  pay  the  normal  tax  as  cor- 
porations do,  was  not  pressed  by  the  Committee  after  a  con- 
ference with  members  of  Congress,  at  which  it  developed  that 
the  practical  difficulties  of  so  doing  would,  perhaps,  be  insur- 
mountable. 

The  fifth  recommendation,  that  expenses  incurred  by  indi- 
viduals in  making  investments  and  managing  property,  with 
respect  to  which  income  is  taxed,  should  be  permitted  as  are 
expenses  so  carried  on  business,  was  not  urged  after  it  de- 
veloped that  the  Treasury  Department  had  construed  the  lan- 
guage of  the  old  law  so  broadly  as  to  permit  such  deductions. 

In  addition  to  the  recommendations  formally  made  by  the 
Committee,  a  number  of  other  changes  were  urged  by  mem- 
bers of  the  Committee  in  the  course  of  various  discussions  on 
the  amendments.  Many  other  changes  were  made  in  the  law, 
mainly  of  an  administrative  character,  which  may  be  deemed 
to  have  rendered  the  law  clearer  and  more  effective.  The 
changes  in  the  law  were  summarized  by  Mr.  Holcomb,  a  mem- 
ber of  the  Committee,  in  an  article  in  the  October,  1916, 
Bulletin  and  are  again  summarized  here  for  the  permanent 
record  of  the  association : 

The  normal  tax  rate  on  individuals  and  corporations  has 
been  increased  from  one  per  cent  to  two  per  cent. 

The  additional  tax  rates  on  individuals  having  net  incomes 
of  more  than  $20,000  have  been  increased  as  shown  by  the 
following  table : 
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The  new  rates  of  normal  and  additional  taxes  apply  to  in- 
come of  individuals  and  corporations  for  the  year  1916,  but 
withholding  agents  are  required  to  deduct  only  one  per  cent 
at  the  source  until  January  1,  1917.  Corporations  reporting 
for  the  fiscal  year  pay  at  the  rate  of  two  per  cent  for  the  pro- 
portion of  the  fiscal  year  in  1916  and  one  per  cent  for  the 
proportion  in  1915. 

Non-resident  aliens  are  taxed  on  income  received  "from  all 
sources  within  the  United  States."  Under  the  old  law  they 
were  taxed  on  net  income  "from  all  property  owned  and  of 
every  business,  trade  or  profession  carried  on  in  the  United 
States."  The  manner  of  computing  net  income  is  stated  in 
full.  A  non-resident  alien  is  permitted  to  claim  the  benefit 
of  the  personal  exemption  of  $3,000  or  $4,000  by  filing  a  re- 
turn of  his  total  income  from  all  sources  in  the  United  States. 
Persons  residing  or  traveling  abroad  may  be  granted  exten- 
sions of  time  in  which  to  file  returns.  Persons  having  no  legal 
residence  or  place  of  business  in  the  United  States  are  re- 
quired to  file  their  returns  with  the  collector  at  Baltimore, 
Maryland. 

Dividends  are  to  be  reported  in  the  annual  return  of  net 
income  of  individuals,  a  requirement  not  exacted  heretofore 
when  the  taxpayer  was  subject  to  the  normal  tax  only.  In- 
dividuals, however,  are  not  subject  to  the  normal  tax  on  divi- 
dends of  American   corporations,   but   corporations   are,   as 
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heretofore.  Stock  dividends  are  made  taxable  to  the  extent 
that  the  earnings  or  profits  from  which  they  are  declared 
accrued  since  March  1,  1913.  Surplus  which  accrued  prior 
to  that  date  is  not  taxable  when  distributed,  a  point  on  which 
the  former  law  was  silent.  Dividends  paid  to  foreign  cor- 
porations which  do  not  have  an  office  or  place  of  business  in 
this  country  are  now  subject  to  deduction  of  the  tax  at  the 
source. 

Income  received  by  estates  is  subject  to  the  normal  and 
additional  tax  when  received  during  the  period  of  adminis- 
tration or  when  it  is  accumulated  in  trust  for  the  benefit  of 
unborn  or  ascertained  persons  or  persons  with  contingent  in- 
terests or  when  it  is  held  for  future  distribution  under  the 
terms  of  the  will.  In  such  cases  the  tax  is  assessed  to  the  ex- 
ecutor, administrator,  or  trustee  as  the  case  may  be,  and  he  is 
permitted  to  charge  it  against  the  estate.  An  exemption  of 
$3,000  is  allowed  in  all  such  cases. 

Profit  or  loss  from  the  sale  of  property,  real  or  personal, 
acquired  prior  to  March  1,  1913,  is  now  to  be  computed  for 
income  tax  purposes  by  deducting  the  fair  market  price  or 
value  on  that  day  from  the  selling  price,  or  vice  versa.  For- 
merly the  law  was  silent  and  the  Treasury  Department  re- 
quired the  original  cost  to  be  taken  and  the  profit  or  loss  to 
be  apportioned  pro  rata  for  the  period  elapsed  after  March 
1,  1913. 

Securities  issued  under  the  federal  farm  loan  act  are  in- 
cluded in  the  list  of  sources  from  which  income  is  exempt 
from  tax. 

Claims  for  deductions  under  sub-sections  B  and  E  were  re- 
quired under  the  former  law  to  be  made  on  form  1008,  filed 
with  the  withholding  agent  (or  collector)  at  the  close  of  the 
year.  The  new  law  provides  that,  when  any  amount  allow- 
able as  such  deduction  is  known  at  the  time  of  receipt  of  any 
fixed  annual  or  periodical  income,  the  taxpayer  may  then  file 
the  claim  with  the  withholding  agent,  thus  obviating  the 
necessity  of  any  withholding  of  the  amount  covered  by  such 
claim. 

Partnerships  are  not  required  to  pay  a  tax  as  such  and 
partners  are  entitled  to  deduct  from  the  net  distributive  in- 
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terest  the  amount  received  by  the  partnership  from  interest 
on  state,  municipal,  and  national  bonds,  taxes  paid  the  United 
States,  and  profits  derived  from  dividends  of  corporations 
subject  to  the  tax. 

Exempt  corporations.  The  following  corporations  have 
been  added  to  the  list  of  those  which  are  exempt  from  the  tax : 
Co-operative  banks,  without  capital  stock,  organized  and 
operated  for  mutual  purposes  and  without  profit;  clubs  or- 
ganized and  operated  exclusively  for  pleasure,  recreation,  and 
other  non-profitable  purposes;  farmers'  mutual  insurance, 
ditch,  irrigation,  and  telephone  companies  of  a  purely  local 
character;  farmers',  fruit-growers',  or  like  associations  or- 
ganized as  a  sales  agent  for  the  purpose  of  marketing  prod- 
ucts; corporations  organized  for  the  purpose  of  holding  title 
to  property  for  the  benefit  of  an  organization  which  itself  is 
exempt;  federal  land  banks  and  national  farm  loan  associa- 
tions ;  joint  stock  land  banks,  as  to  income  derived  from  bonds 
or  debentures  or  other  joint  stock  land  banks  or  any  federal 
land  bank  belonging  to  such  joint  stock  land  banks. 

Returns  by  non-resident  aliens  and  foreign  corporations 
having  no  place  of  business,  office,  or  agency  in  the  United 
States  are  required  to  be  filed  with  the  collector  of  internal 
revenue  at  Baltimore. 

Receivers,  trustees  in  bankruptcy,  or  assignees  operating 
the  property  or  business  of  corporations  are  required  to  make 
returns  of  net  income  and  pay  the  tax. 

Bond  interest  paid  to  foreign  partnerships  and  foreign 
corporations  which  have  no  office  or  place  of  business  in  this 
country  is  subject  to  deduction  of  the  tax  at  the  source. 

Following  a  ruling  heretofore  in  force,  interest  may  be  de- 
ducted by  corporations  on  indebtedness  up  to  an  amount  not 
in  excess  of  the  sum  of  (a)  the  paid-up  capital  stock  and  (b) 
one-half  of  the  interest  bearing  indebtedness.  In  the  case  of 
a  corporation  selling  or  hypothecating  property,  tangible  or 
intangible,  as  a  dealer  in  such  property  and  as  an  ordinary 
business  transaction  or  engaged  as  a  dealer  in  loaning  the 
funds  procured  by  such  hypothecation,  the  total  interest  paid 
within  the  year  upon  indebtedness  incurred  by  such  hypothe- 
cation may  be  deducted,  not,  however,  in  excess  of  the  actual 
value  of  the  collateral. 
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As  before,  taxes  paid  on  bonded  or  other  indebtedness  pur- 
suant to  a  guaranty  that  the  interest  on  such  indebtedness 
shall  be  free  from  taxation,  may  not  be  deducted,  and  this 
prohibition  applies  now  not  only  to  the  federal  income  tax 
but  to  all  other  taxes,  which  would  include  state  taxes. 

An  important  new  provision  permits  the  Commissioner  of 
Internal  Revenue,  in  the  case  of  either  corporations  or  indi- 
viduals, to  grant  a  reasonable  extension  of  time  for  filing  re- 
turns in  meritorious  cases  as  he  may  deem  proper.  Hereto- 
fore extension  of  time  for  filing  returns  could  be  obtained 
only  in  case  of  sickness  or  absence. 

The  50  per  cent  penalty  in  case  of  failure  to  file  a  return 
within  the  time  prescribed  by  law  or  by  the  collector  is  not 
imposed  when  the  return  is  voluntarily,  and  without  notice 
by  the  collector,  filed  after  it  is  due  and  it  is  shown  that  the 
failure  was  due  to  a  reasonable  cause. 

The  tax  is  payable  on  or  before  June  15,  instead  of  on  or 
before  July  1,  as  heretofore. 
13 


DISCUSSION— THE  FEDERAL  INCOME  TAX 

Mr.  A.  E.  Holcomb,  of  New  York:  I  would  like  to  intro- 
duce this  letter  which  I  have  received  from  the  assistant  sec- 
retary of  the  treasury.  I  do  not  think  you  can  appreciate, 
from  this  brief  record  that  Mr.  Holmes  has  read,  the  extent 
of  the  work  that  has  been  involved  in  dealing  with  this  in- 
come tax  question.  It  has  been  a  laborious  duty,  and  not  the 
least  of  the  brighter  sides  of  the  question,  I  assure  you,  has 
been  the  co-operation  on  the  part  of  the  Treasury  Depart- 
ment officials  in  Washington.  Therefore,  I  feel  that  I  owe 
the  association  the  duty  of  presenting  that  side. 

Mr.  Malburn,  the  assistant  secretary,  aided  us  in  every 
possible  way  and  has  taken  a  deep  interest  in  the  association, 
so  much  so  that  in  my  last  conversation  with  him  at  Wash- 
ington, at  my  request,  he  said  he  would  be  very  glad  indeed 
to  have  two  of  the  deputies  from  his  bureau  attend  the  con- 
ference. I  received  a  telegram  from  him  a  few  minutes  ago, 
saying  that,  owing  to  the  absence  of  the  commissioner  of  in- 
ternal revenue,  and  also  of  the  deputy  commissioner  and  to 
the  fact  that  this  pending  revenue  bill  is  right  now  in  process 
of  being  considered  by  the  conference  of  the  two  Houses  of 
Congress,  is  it  impossible  for  either  of  those  gentlemen  to 
attend.  I  wanted  you  to  know  that  he  feels  very  cordially 
towards  the  association  and  he  expressed  himself  as  hoping 
that  they  might  be  able  to  obtain  great  benefit  from  attending 
this  conference.  The  subject  of  federal  taxation  is  bound  to 
be  brought  to  our  attention  more  and  more.  The  department 
is  called  upon  to  administer  these  new  laws  and  they  feel  that 
these  laws  are  justified.  I  told  Mr.  Malburn  that  unless 
somebody  showed  up  from  Washington  there  would  be  very 
little  "nourishment"  from  the  federal  government's  side  of 
this  question  and,  therefore,  I  hoped  he  would  put  in  writing 
some  suggestions  on  that  side  of  this  very  important  matter. 
He  writes  under  date  of  August  21 : 
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My  dear  Mr.  Holcomb : 

I  have  your  letter  of  August  14  advising  me  that  the  annual  tax  con- 
ference of  the  association  will  be  held  at  Indianapolis  on  August  28-31, 
and  inviting  me  or  some  other  representative  of  the  Treasury  Depart- 
ment to  attend. 

I  regret  very  much  that  I  will  not  be  able  to  attend,  but  Mr.  Speer 
and  Mr.  Boyd  will  go  if  it  is  possible  for  them  to  arrange  to  be  away 
from  the  offices  at  that  time.  Commissioner  Osborn  and  Deputy  Com- 
missioner Gates  are  both  out  of  the  city  and  may  not  return  before  the 
first  of  September,  in  which  case  it  is  likely  that  neither  Mr.  Speer  nor 
Mr.  Boyd  could  join  in  the  conference.  I  hope  they  will  be  able  to  be 
with  you  for  I  feel  that  it  will  be  of  great  advantage  to  the  Department 
to  have  them  meet  with  you. 

I  understand  that  one  of  the  subjects  which  is  likely  to  be  discussed 
at  this  conference  is  the  impingement  by  the  federal  government  on  the 
sources  of  revenue  of  the  different  states  as  evidenced  by  the  federal 
income  tax  law  and  the  proposed  tax  on  estates.  That  there  has  been 
such  impingement  cannot  be  denied  if  it  is  admitted  that  the  tax  on  in- 
comes and  the  tax  on  estates  are  more  properly  imposed  by  the  states 
than  by  the  federal  government.  The  fact  that  the  states  anticipated 
the  federal  government  in  imposing  such  taxes  does  not  necessarily  mean 
that  they  should  be  considered  as  belonging  to  the  states,  unless  they 
can  be  more  efficiently  and  equitably  collected  by  the  states.  It  is 
generally  admitted,  I  believe,  that  the  income  tax  law  is  capable  of  only 
imperfect  administration  by  the  states  under  present  day  conditions,  and 
I  believe  the  same  is  true  of  an  estate  tax  law.  If  there  were  any 
method  of  securing  co-operation  between  the  different  states  in  the  col- 
lection of  these  taxes  the  existing  objections  would  be,  to  a  great  extent, 
overcome,  but  I  do  not  believe  that  it  is  possible  to  obtain  such  co- 
operation, especially  when  it  would  mean  the  loss  of  revenue  to  some  of 
the  states.  Therefore,  I  conclude  that  as  a  tax  on  incomes  and  a  tax 
on  estates  can  be  more  effectively  and  equitably  administered  by  the 
federal  government  than  by  the  governments  of  the  different  states  they 
can  be  considered  as  proper  sources  of  revenue  of  the  federal  govern- 
ment as  well  as  of  the  state  governments,  although  such  taxes  were  first 
imposed  by  the  latter. 

If  the  fact  that  the  state  governments  first  imposed  these  taxes  gives 
them  a  prior  claim  to  them,  still  the  recourse  by  the  federal  government 
to  them  can  be  justified  as  the  necessities  of  the  federal  government  for 
increased  revenues  are  growing  as  a  result  of  the  assumption  of  powers 
and  duties  by  the  federal  government  which  have  heretofore  been  assumed 
by  the  states.  Whether  these  powers  and  duties  were  properly  exercised 
by  the  states  and  whether  their  assumption  by  the  federal  government 
is  necessary  or  proper  need  not  be  inquired  into  here.  They  are  being 
assumed  by  the  federal  government  and  its  expenses  are  increased  and 
the  expenses  of  the  states  decreased  thereby.  In  my  opinion,  the  federal 
government  in  being  called  upon  to  assume  these  duties  and  to  incur 
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these  expenses  incident  thereto  cannot  be  criticised  for  encroaching  upon 
the  sources  of  revenue  which  have  heretofore  been  monopolized  by  the 
states.  If  the  powers  and  duties  of  the  states  are  decreased  and  the 
powers  and  duties  of  the  federal  government  are  increased,  then  it  is 
proper  for  the  states  to  share  their  sources  of  revenue  with  the  federal 
government  in  order  that  the  latter  may  be  able  to  assume  the  additional 
expenses  imposed  upon  it  in  exercising  these  powers  and  duties. 

I  do  not  wish  to  be  understood  as  believing  that  as  income  and  estate 
taxes  can  be  more  effectively  and  equitably  imposed  by  the  federal 
government  than  by  the  state  governments  these  sources  of  revenue 
should  be  denied  to  the  latter.  I  think  they  should  be  shared  by  both 
and  that  some  method  should  be  devised  by  which  they  can  be  collected 
under  one  form  of  government  and  the  proceeds  divided. 

Sincerely  yours, 

(Signed)   Wm.  P.  Malburn, 

Assistant  Secretary. 

I  have  also  a  further  letter  giving  a  more  detailed  state- 
ment of  the  activities  of  the  general  government  referred  to 
above. 

August  31,  1916. 
.1///  ilcar  Mr.  Holcovib  : 

I  have  your  letter  of  August  2-4,  and  am  very  sorry  that  neither  Mr. 
Speer,  Mr.  Boyd,  nor  myself  were  able  to  attend  the  meeting  of  the 
National  Tax  Association  at  Indianapolis.  I  suppose  you  received  my 
telegram  informing  you  that  Mr.  Speer  and  Mr.  Boyd  would  not  be 
able  to  attend  and  giving  you  the  reasons. 

I  cannot  at  this  time  give  you  a  detailed  statement  of  what  the  new 
duties  of  the  federal  government  are,  to  which  I  referred  in  my  previous 
letter  and  about  which  you  inquired.  The  duties  to  which  I  referred 
were  those  which  might  have  been  assumed  by  the  states  but  which  the 
states  either  neglected  or  performed  in  an  unsatisfactory  manner.  There 
is  one  class  of  these  duties  which  is  connected  with  the  regulation  and 
control  of  corporations,  especially  those  which  have  grown  to  such  pro- 
portions and  the  scope  of  whose  operations  is  so  wide  that  the  different 
states  are  unable  to  control  them.  The  application  by  the  courts  of 
certain  provisions  of  the  federal  Constitution,  such  as  "due  process  of 
law ' '  and  ' '  impairing  the  obligation  of  contracts, ' '  has,  to  a  large  ex- 
tent, weakened  the  power  of  the  states  to  regulate  and  control  cor- 
porations. 

Some  of  the  duties  are  connected  with  "commerce  among  the  states" 
that  have  been  assumed  by  the  federal  government,  which  is  charged 
with  its  regulation  largely  because  of  the  inability  of  the  state  govern- 
ments to  control  the  corporations  engaged  in  such  commerce. 

There  is  another  class  of  duties  that  has  been  assumed  by  the  federal 
government  in  response  to  the  public  demand  for  better  "social  activi- 
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ties."  I  include  among  these  duties  those  performed  by  the  Public 
Health  Service  and  Quarantine  in  the  Treasury  Department,  the  Bureau 
of  Mines  in  the  Interior  Department,  the  Children 's  Bureau  of  the 
Department  of  Labor,  the  Bureau  of  Fisheries  of  the  Department  of 
Commerce,  and  many  of  the  activities  of  the  Department  of  Agriculture. 
All  internal  improvements  were  for  many  years  believed  to  be  improper 
objects  of  federal  expenditure,  while  now,  as  you  know,  such  improve- 
ments of  rivers  and  harbors  and  good  roads  are  the  cause  of  large 
federal  expenditures.  I  hardly  know  whether  to  include  the  expenses 
of  the  Reclamation  Service  with  these  others,  but  certainly  the  aid  to 
colleges  of  agriculture  and  the  mechanical  arts,  which,  by  the  way,  is 
not  administered  by  the  Department  of  Agriculture  but  by  the  Depart- 
ment of  the  Interior,  should  be  included;  and  for  many  years  the 
government  has  expended  large  sums  for  the  militia  of  the  various  states 
under  the  so-called  "Dick"  and  other  laws. 

I  regret  that  I  am  not  able  to  give  you  at  this  time  a  more  detailed 
statement,  but  you  can  see  from  this  incomplete  statement,  which  I  have 
hurriedly  prepared,  how  wide  in  scope  are  these  new  duties  of  the  federal 
government  and  how  extensive  are  the  expenses  which  are  entailed  by 
its  assumption  of  them. 

Sincerely  yours, 

(Signed)  Wm.  P.  M alburn, 

Assistant  Secretary. 
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REPORT    OF    THE    COMMITTEE    ON   METHODS    OF 

APPORTIONING  INTERSTATE  PROPERTIES  TO 

THE  SEVERAL  STATES 

At  the  1915  meeting  of  the  National  Tax  Conference  the 
following  resolution  was  adopted : 

Eesohed,  That  this  conference  request  the  National  Tax  Association 
to  appoint  a  committee  to  investigate  and  report  as  to  the  methods  of 
determining  the  proportions  of  interstate  properties  assignable  to  each 
of  the  several  states  in  which  they  exist. 

The  resolution  requests  the  Committee  to  report  an  equit- 
able method  of  apportioning  for  purposes  of  taxation  prop- 
erties subject  to  jurisdiction  by  more  than  one  state — it  does 
not  by  its  terms  require  the  consideration  of  the  apportion- 
ment of  intrastate  properties  to  the  taxing  districts  within 
the  state,  and  the  Committee  has  not,  therefore,  given  con- 
sideration thereto,  although  it  feels  that  any  rule  that  may 
be  adopted  for  the  apportionment  of  the  value  of  interstate 
property  should  be  applicable  to  the  distribution  among  the 
taxing  districts  within  the  state. 

The  taxation  at  their  situs  of  component  parts  of  a  cor- 
porate property,  without  taking  into  consideration  the  value 
of  the  property  as  a  whole  as  a  going  concern,  is  well  estab- 
lished. Fixed  physical  property  is  taxable  in  the  state  in 
which  it  is  located.  The  original  rule  was  that  the  situs  of 
personal  property  was  the  domicile  of  the  owner,  but  that 
rule  has  since  been  changed  to  the  extent  that,  where  personal 
property  has  a  definite  continuous  situs  in  one  locality,  it 
shall  be  there  taxed.  Movable  personal  property,  such  as 
rolling  stock  and  floating  equipment,  has  frequently  been  the 
subject  of  litigation  to  establish  the  situs  for  purposes  of 
taxation,  and  various  rules  have  received  tentative  court  ap- 
proval in  connection  therewith. 

The  Committee  has  given  consideration  to  the  four  follow- 
ing methods  by  which  the  apportionment  of  equipment  can 
be  made : 
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1.  Equipment  days. 

2.  Ton  mileage. 

3.  Miles  of  line  or  miles  of  track. 

4.  Actual  location  of  such  equipment  as  has  a  more  or 
less  permanent  situs  in  one  state,  such  as  switching 
locomotives,  the  balance  of  the  equipment  to  be  ap- 
portioned on  an  equipment  mileage  basis. 

1.  Railroad  companies  do  not  generally  have  records  under 
which  they  can  determine  the  equipment  days,  and  to  obtain 
that  information  would  impose  an  expense  that  would  not  be 
justified  by  the  benefits  obtained. 

2.  Most  railroad  companies  do  not  keep  their  ton  miles 
divided  as  between  states.  Furthermore,  it  may  be  doubted 
whether  the  ton  mile  is  a  proper  basis.  In  the  first  place,  it 
disregards  entirely  all  empty  mileage.  For  example,  that  on 
the  Norfolk  and  Western,  with  a  heavy  bituminous  coal  traffic 
in  West  Virginia,  through  Virginia  to  the  Atlantic  seaboard, 
and  in  West  Virginia  through  Ohio  to  the  Great  Lakes.  In 
the  first  case  the  state  of  Virginia  would  get  no  credit  for  the 
approximate  350  miles  of  return  haul  of  empty  equipment. 
The  state  of  Ohio,  on  the  other  hand,  would  get  the  mileage 
both  ways  because  a  great  number  of  the  ears  come  back 
loaded  with  iron  ore. 

3.  Miles  of  line  is  a  method  of  apportionment  which  is  quite 
frequently  used.  It  has  the  advantage  of  economy  and  has 
frequently  been  sustained  by  the  courts.  Such  a  plan  is 
always  subject  to  the  qualifications  laid  down  in  Backus  vs. 
Railway,  that  it  does  not  appear  that  a  certain  amount  of 
rolling  stock  is  solely  used  in  a  particular  locality.  It  may  be 
doubted  whether  the  use  of  the  miles  of  line  or  miles  of  track 
basis  as  fairly  represents  the  location  of  equipment  within  a 
particular  state  as  does  the  equipment  on  a  mileage  basis,  on 
account  of  the  varying  conditions  as  to  number  and  extent  of 
industries  within  the  same  mileage  in  different  states. 

4.  According  to  this  plan,  equipment,  such  as  switching 
locomotives  which  are  more  or  less  permanently  located  in 
any  one  state,  should  be  assigned  to  the  state  and  the  value  of 
all  other  equipment  should  be  apportioned  on  the  following 
basis : 
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Locomotives.  The  portion  assigned  to  each  state  should 
represent  the  ratio  that  the  miles  run  by  all  classes  of  loco- 
motives in  that  state  bear  to  the  total  locomotive  miles  of  the 
whole  system. 

Passenger  coaches.  The  total  value  of  passenger  train  cars 
should  be  assigned  to  each  state  on  the  ratio  of  the  miles  run 
by  passenger  train  cars  (including  foreign  cars)  in  each  state 
to  the  total  car  miles  run  by  all  passenger  train  cars  on  the 
whole  system. 

Freight  train  cars.  The  value  of  freight  train  cars  to  be 
apportioned  between  states  on  the  basis  of  proportionate  mile- 
age (including  foreign  cars)  made  within  the  state. 

Work  equipment.  The  value  of  all  work  equipment  to  be 
apportioned  to  each  state  on  the  basis  of  the  proportionate 
miles  made  by  such  work  equipment  in  the  state  to  the  total 
mileage  made. 

Steamboats  and  floating  equipment.  Steamboats  and  other 
vessels  employed  upon  waters  entirely  within  the  jurisdiction 
of  a  state  are  taxable  like  other  property  within  its  borders, 
but  where  they  are  employed  in  interstate  or  foreign  com- 
merce the  taxing  power  of  the  state  is  limited,  both  as  to  place 
and  manner  of  taxation,  so  that  they  can  only  be  taxed  at 
their  situs.  The  situs  of  a  vessel  is  usually  its  home  port,  but 
there  are  circumstances  under  which  this  might  not  be  the 
case.  For  example,  steamboats  may  be  owned  and  registered 
in  one  state  and  operated  exclusively  within  the  waters  of  an- 
other state,  enjoying  the  protection  of  the  latter.  The  vessels 
of  the  Old  Dominion  Steamboat  Company  were  enrolled  in 
the  state  of  New  York,  but  navigated  wholly  within  the  limits 
of  the  state  of  Virginia.  The  United  States  Supreme  Court 
held  they  were  subject  to  taxation  in  Virginia,  and  not  in  the 
state  of  New  York.  (Old  Dominion  vs.  Virginia,  198  U.  S., 
299.) 

Before  proceeding,  however,  to  give  further  specific  consid- 
eration to  physical  property,  your  Committee  is  of  the  opinion 
that  it  should  report  that  it  understands  that  the  scope  of  the 
resolution  requires  the  Committee  to  consider  the  distribution 
of  the  value,  as  a  going  concern,  of  an  interstate  corporate 
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enterprise.  As  the  solution  of  that  problem  is  so  difficult  and 
requires  consideration  by  so  many  different  parties,  it  is  felt 
advisable  to  report  to  this  conference  some  of  the  circum- 
stances in  connection  therewith. 

There  is  no  general  law  with  reference  to  the  division  of 
intangible  values  and  no  observable  tendency  towards  a  har- 
monious practice,  among  either  government  bodies  or  corpora- 
tions, with  reference  thereto.  Under  the  variety  of  practices 
there  is  unquestionably  taxation  under  the  most  antagonistic 
principles,  resulting  in  the  taxation  of  the  same  property  by 
different  states  while  in  other  cases  some  property  escapes 
taxation.    It  would  seem  as  though  this  could  be  avoided  either 

1.  By  the  valuation  of  a  property  as  a  whole,  or 

2.  Allocation  of  revenue  and  expenses  by  states. 

Both  of  these  problems  have  received  much  consideration 
within  the  last  five  years  by  organizations  other  than  this  tax 
conference,  and  it  seems  to  your  Committee  proper  to  report 
the  status  of  such  consideration  so  far  as  it  has  been  able  to 
obtain  information  with  reference  thereto. 

1.    VALUATION  OF  A  PROPERTY  AS  A  WHOLE 

The  valuation  of  corporate  properties  by  the  states  within 
recent  years  has  been  for  the  regulation  of  capital  and  rates 
and  for  purposes  of  taxation,  and  the  resulting  litigation 
bringing  out  the  conflicting  methods  and  principles  led  to  the 
passage  by  the  federal  Congress  of  the  valuation  act,  approved 
March  1,  1913,  under  which  the  Interstate  Commerce  Com- 
mission created  the  Division  of  Valuation  and  is  proceeding 
with  the  work  of  valuing  all  common  carriers  and  telegraph 
and  telephone  companies  doing  an  interstate  business. 

That  act  requires  not  only  an  inventory  and  valuation  of 
the  physical  property,  but  also  the  ascertainment  and  separate 
report  of  "other  values  and  elements  of  value"  and  analysis 
of  the  methods  employed.  The  act  requires  the  commission 
to  ascertain  the  original  cost,  cost  of  reproduction  new,  and 
cost  of  reproduction  less  depreciation.  In  ascertaining  orig- 
inal cost  to  date  the  commission  is  required  to  report  as  to 
history  and  organization  of  the  present  and  previous  corpora- 
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tions  operating  such  property ;  upon  all  capital  issued ;  upon 
all  financial  arrangements ;  and  with  reference  to  the  net  and 
gross  earnings.  When  a  tentative  valuation  has  been  made, 
the  commission  is  required  to  give  notice  thereof  to  the  author- 
ities of  any  state  in  which  the  property  of  the  corporation  is 
located,  and  time  is  allowed  the  interested  parties  to  take  ex- 
ception thereto.  The  owners  of  a  property  are  required  to 
co-operate  with  the  commission  and  furnish  information  re- 
quired. Various  orders  have  been  issued  by  the  commission, 
mostly  relating  to  the  inventory  work,  which  has  been  com- 
pleted for  eight  railroads,  and,  it  is  understood,  within  a  few 
months  will  be  the  subject  of  review  by  the  commission  itself, 
leading  to  the  determination  of  the  principles  upon  which  the 
valuation  of  the  property  shall  be  made.  While  the  act  plainly 
requires  the  commission  to  value  the  property  as  a  going  con- 
cern, representatives  of  the  states  have  urged  that  such  action 
should  not  be  taken  until  an  issue  arises  requiring  the  use  of 
such  a  valuation. 

As  a  national  body  is,  after  a  vast  amount  of  preparation, 
about  to  give  specific  consideration  to  the  subject  under  pro- 
visions of  a  statute  requiring  it  to  advise  the  states  interested 
of  its  tentative  conclusions,  your  Committee  feels  that  this 
conference  should  await  further  developments  by  the  Inter- 
state Commerce  Commission  in  connection  therewith. 

2.    ALLOCATION   OF  REVENUE  AND  EXPENSES  BY   STATES 

The  allocation  of  earnings  and  expenses  by  states  has  re- 
ceived active  consideration  by  the  National  Association  of 
State  Railway  Commissioners  for  some  years.  A  committee 
of  that  association  met  jointly  with  a  committee  of  the  Na- 
tional Association  of  American  Railway  Accounting  Officers 
in  1911  and  reported  that  it  was  not  possible  at  that  time  to 
arrive  at  a  satisfactory  set  of  rules  for  the  purpose.  The 
committee  was  continued,  and,  in  1912,  reported  that  the 
problem  was  so  beset  by  complications  that  it  was  deemed 
advisable  to  postpone  a  direct  discussion  until  a  careful  study 
of  terminal  costs  had  disclosed  to  what  extent  allowances 
should  be  made  for  terminal  services  in  any  apportionment 
of  revenues.    The  decision  of  the  Supreme  Court  of  the  United 
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States  in  the  Minnesota  rate  case  in  1913  showed  clearly  the 
necessity  of  further  effort  to  analyze  revenues  and  expenses 
by  states  and  by  classes  of  traffic,  in  which  analysis  the  prob- 
lem of  the  terminal  allowances  was  still  a  prominent  feature. 
That  subject  is  receiving  special  consideration  by  the  Inter- 
state Commerce  Commission,  as  is  also  the  separation  of  ex- 
penses between  freight  and  passenger  service  on  the  larger 
steam  railways.  The  difficulty  is  illustrated  by  the  order  of 
the  commission  which  requires  this  separation  only  by  the 
larger  companies,  thus  avoiding  heavy  burden  and  expense  to 
smaller  companies.  Your  Committee  in  this  connection  de- 
sires to  point  out  the  very  much  greater  difficulty  of  division 
for  a  corporation  handling  all  sorts  of  commodities  in  a 
freight  business  than  for  one  doing  only  a  telegraph,  tele- 
phone, or  passenger  business. 

Your  Committee  is  of  the  opinion  that  an  apportionment  of 
values  of  interstate  properties  must  be  made  with  reference 
to  the  net  earnings  in  a  state,  and,  therefore,  that  uniformity 
in  the  allocation  of  earnings  and  expenses  should  be  sought  at 
an  early  date. 

There  are  companies  doing  an  interstate  business  which  are 
not  subject  to  the  Interstate  Commerce  Commission.  It  has 
occurred  to  your  Committee  that,  when  the  Interstate  Com- 
merce Commission  has  adopted  rules  for  the  allocation  of 
values  or  of  earnings  and  expenses,  the  principles  thereof  for 
the  purpose  of  taxation  may,  if  desirable,  be  brought  to  the 
attention  of  the  Federal  Trade  Commission. 

The  Committee  finds  it  impossible  to  consider  the  subject 
of  apportionment  of  value  without  consideration  of  the  sub- 
ject of  the  value  itself.  It  does  not  at  this  time,  therefore, 
suggest  any  methods  for  apportionment,  but  recommends  that 
it  should  be  continued  to  consider  the  matter  and  to  report  to 
the  next  conference  the  developments  in  connection  therewith. 

Thomas  W.  Hulme,  Chairman 

Thomas  S.  Adams, 

J.  B.  M.  Hoxsey, 

David  Friday, 

J.  H.  McGiffert, 

Frank  H.  Sommer. 
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Chairman  Pomeroy  :  Before  taking  up  the  program  this 
afternoon  I  want  to  refer  again  to  the  remarks  I  made  in  the 
opening  of  the  conference  in  reference  to  the  operation  of 
sinking  fund  trustees  as  we  have  them  under  the  laws  of 
Ohio.  The  lack  of  foresight  in  our  trustees  has  permitted  a 
condition  to  arise  that  has  become  very  serious.  Toledo  is 
not  alone  among  the  Ohio  cities  in  facing  a  crisis,  which  we 
are  meeting  there  now.  The  new  city  government  found  a 
floating  debt  of  $850,000.  They  endeavored  to  provide  for 
that  by  requesting  a  vote  of  the  people  to  make  a  bond  issue 
of  $1,500,000.  The  fact  that  $850,000  could  be  incurred  by 
maladministration  was  enough  to  destroy  the  confidence  of 
the  people  as  to  voting  a  $1,500,000  bond  issue,  and  the  result 
was  that  at  the  election  called  for  that  purpose  the  measure 
was  lost.  It  came  up  again  in  August  for  a  vote  and  was 
again  lost.  On  Monday  night  it  came  to  the  council  to  have 
this  put  up  before  the  people  again.  As  the  people  had  been 
well  educated  to  the  situation,  it  was  thought  that  the  measure 
would  carry,  but  the  council  refused  to  recommend  it;  so  we 
stand  in  Toledo  with  a  floating  debt  of  $850,000  and  no  pro- 
vision for  it.  I  assume  that  we  will  be  financiers  enough 
there  to  handle  that  subject,  but  it  is  embarrassing.  Cleve- 
land had  the  same  situation,  but  the  mayor  of  Cleveland  fore- 
saw it  last  year  and  commenced  to  pare  down  the  budget  until 
the  requirement  for  city  expenses  was  reduced  $1,000,000, 
and  hence  the  income  from  taxation  will  take  care  of  the  re- 
quirement. But  we  have  here  a  set  of  cities  throughout  the 
state  revealing  a  remarkable  similarity  of  conditions.  Speak- 
ing generally,  they  have  been  living  beyond  their  incomes. 
All  are  pushed  to  the  limit  of  their  borrowing  power.  One 
and  one-half  is  the  limit  there.  We  go  by  privilege  in  Toledo 
to  1.52,  and  that  will  be  the  percentage  put  on  the  duplicate 
this  fall.    The  point  I  want  to  emphasize  is  the  lack  of  fore- 
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sight  in  the  board  of  trustees  in  making  short-time  bonds. 
The  law  required  the  provision  of  taking  from  the  revenue 
sufficient  to  take  care  of  these  bonds  as  they  mature.  The 
result  is  that  they  are  taking  nearly  60  per  cent  of  the  taxes 
we  raise  to  care  for  sinking  fund  requirements,  which  leaves 
us  short.  All  I  desire  to  bring  before  the  conference  is  that, 
where  it  applies,  you  should  be  aware  of  the  condition  in 
Ohio.  Dayton  and  Springfield  are  clear;  in  Columbus  the 
deficit  next  year  will  be  $600,000.  Cleveland  seems  to  have 
got  clear  by  having  a  wise  administration  to  cut  down  the 
budget. 

"We  will  now  proceed  to  the  program  of  the  fifth  session, 
the  round  table  on  tax  laws  and  administration.  Mr.  Charles 
A.  Andrews,  of  Massachusetts,  will  preside  over  the  delibera- 
tions. 

Charles  A.  Andrews,  Presiding. 

Chairman  Andrews:  The  executive  committee  of  the 
association  has  directed  that  the  report  of  the  committee  on 
methods  of  apportioning  interstate  properties  be  presented  at 
this  session.  Therefore,  I  now  call  upon  the  chairman,  Mr. 
Thomas  "W.  Hulme,  general  secretary  of  the  railroad  presi- 
dents' valuation  committee,  to  discuss  the  report. 

Mr.  Thomas  W.  Hulme,  of  Pennsylvania :  The  resolution 
of  the  conference  last  year  is  not  clear  as  to  its  intent.  It 
reads : 

Resolved,  That  this  Conference  request  the  National  Tax  Association 
to  appoint  a  committee  to  investigate  and  report  as  to  the  methods  of 
determining  the  proportions  of  interstate  properties  assignable  to  each 
of  the  several  states  in  which  they  exist. 

Upon  its  face  that  resolution  must  have  referred  to  more 
than  physical  property,  because  physical  properties,  it  is  well 
established,  are  in  themselves  taxable  at  their  situs,  unless 
the  state  has  classified  them  and  made  them  subject  solely  to 
state  assessment.  Therefore,  it  seemed  to  your  Committee 
that  the  resolution  must  be  very  broad  in  scope  and  that  it 
must  include  the  apportionment  of  so-called  intangible  values ; 
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that  is,  value  arising  from  the  operation  of  a  corporate  prop- 
erty as  a  going  concern.  When  your  Committee  took  up  that 
phase  of  the  subject  they  found  consideration  being  given  it 
by  other  national  bodies,  so  that  the  report  of  your  Com- 
mittee is  brief.  It  refers  to  the  work  that  is  being  done  by 
the  two  other  national  organizations  as  well  as  that  of  the 
Interstate  Commerce  Commission  and  contains  a  recommen- 
dation that  the  Committee  should  be  continued  in  order  that 
they  may  keep  in  touch  with  the  development  of  the  situation. 

You  will  notice  that  the  Committee  states  in  its  report  that 
it  does  not  feel  that  a  recommendation  can  be  made  as  to  a 
method  of  apportionment  without  consideration  of  the  method 
of  valuation.  Several  members  have  suggested  to  me  that  this 
conference  might  be  interested  in  the  work  that  is  being  done 
by  the  federal  government  in  connection  with  valuation,  and, 
without  attempting  to  describe  the  methods  of  the  inventory 
work,  I  shall  be  glad  in  a  very  brief  way  to  tell  you  a  little 
of  the  contention  that  is  going  on  in  connection  with  prin- 
ciples of  valuation. 

A  corporate  property  differs  very  materially  from  a  prop- 
erty that  stands  by  itself,  where  the  value  is  ordinarily  con- 
sidered as  its  worth  in  exchange.  The  component  elements 
of  the  corporate  property  are  not  sold  in  the  market  and, 
therefore,  do  not  have  value  that  is  measured  by  exchange. 
They  must  be  inventoried  and  appraised  with  reference  to  the 
use  for  which  they  were  constructed.  Now,  the  contention 
that  is  going  on  with  reference  to  the  valuation  of  component 
parts  of  the  property  and  the  property  itself  as  a  going  con- 
cern has  come  about  in  this  way.  The  decisions  of  the  United 
States  courts  have  uniformly  been  in  condemnation  and  in 
rate  cases  with  reference  to  the  value  of  the  property  as  a 
going  concern,  that  earnings  must  be  taken  into  considera- 
tion as  well  as  the  original  investment  in  the  property,  and 
the  estimated  cost  of  its  reproduction  and  its  condition  as 
affecting  that  cost.  Up  to  the  time  or  during  the  time  in 
which  rates  were  considered  more  with  reference  to  the  value 
of  service  than  in  more  recent  times,  when  the  effort  has  been 
to  establish  rates  upon  the  basis  of  cost,  there  was  no  ques- 
tioning of  the  views  of  the  court  as  to  what  should  be  consid- 
ered in  establishing  value.    The  court  has  never  made  a  defi- 
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nite  rule  as  to  the  weight  to  be  given  to  these  several  elements. 
But  with  the  movement  to  regulate  rates  based  upon  cost  of 
service  came  a  very  determined  effort  to  minimize  the  value. 
In  other  words,  there  arose  in  the  question  as  to  the  value  of 
land,  whether  it  should  be  limited  to  the  investment,  whether 
the  so-called  unearned  increment  should  be  eliminated  from 
the  valuation  of  the  corporate  property;  also  the  very  com- 
plicated question  of  depreciation.  Although  the  federal  act 
was  passed  two  years  ago,  the  commission  has  not  as  yet  at- 
tempted to  value  any  property.  It  has  been  proceeding  at 
the  rate  of  about  4,000  miles  a  month  in  its  field  work  on 
railroads  and  at  a  somewhat  faster  rate  in  its  field  work  with 
the  telegraph  and  telephone  companies;  but,  at  the  rate  in 
which  they  are  proceeding,  it  will  take  at  least  four  years 
more  to  complete  their  field  work. 

I  find  that,  even  after  they  have  made  their  inventory  as 
to  quantities,  they  are  in  very  much  greater  difficulty  appar- 
ently in  applying  the  prices;  after  these  prices  have  been 
applied  the  inventory  is  submitted  by  the  division  of  valua- 
tion to  the  commission.  The  commission  itself  is  going  to  un- 
dertake to  find  values,  but  it  has  refused  to  attempt  to  make 
a  valuation  without  having  before  it  the  inventories  of  the 
property,  so  that  it  may  be  aided  in  reaching  a  decision. 
These  various  conflicting  contentions  are  examples  of  what  is 
before  it.  It  has  been  the  intention  to  hold  a  public  hearing 
during  October  upon  the  subject.  Whether  the  additional 
work  that  is  about  to  be  put  upon  the  commission  will  cause 
a  change  in  the  plans  or  not  is  unknown  at  the  present  time. 
If  there  is  any  particular  phase  of  the  subject  that  any  of 
you  would  like  to  ask  a  question  upon — that  is,  as  to  the  work 
that  is  being  done  by  the  federal  government — I  shall  take 
pleasure  in  endeavoring  to  answer. 

Mr.  H.  F.  Chapman,  of  South  Dakota:  In  what  way  are 
states  co-operating  with  the  federal  government  in  this  val- 
uation ;  to  what  extent  are  states  co-operating  with  the  com- 
mission and  to  what  end  ? 

Mr.  Thomas  W.  Hulme  :  The  National  Association  of  State 
Railroad  Commissioners  three  years  ago  appointed  a  com- 
14 
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mittee  of  15  to  consider  the  problems  involved  and  keep  in 
touch  with  the  division  of  valuation,  and  that  committee  has 
been  represented  at  all  the  public  conferences  which  have 
been  held,  and  there  have  been  four  of  them,  in  the  discussion 
of  the  problems  of  valuation.  In  May  last  the  commission 
sent  to  the  states  interested  inventories  of  four  different  rail- 
roads, and  when  a  hearing  was  held  upon  these  tentative  in- 
ventories the  representatives  of  the  states  appeared  and  pre- 
sented their  views  in  connection  therewith. 

Mr.  H.  F.  Chapman  :  Is  there  any  co-operation  in  the  field 
work  ? 

Mr.  Thomas  W.  Hulme  :  I  have  heard  of  some  cases  in 
which  there  has  been,  but  I  think  as  a  rule  the  states  have 
not  had  representatives  with  the  federal  government's  men. 

Mr.  John  Mitchell,  of  California:  Mr.  Chairman  and 
Gentlemen,  the  publications  of  this  association  contain  nu- 
merous records  of  the  history  of  the  achievement  by  Cali- 
fornia at  one  stride  in  1910  of  separation  of  state  from  local 
taxation  and  of  what  has  transpired  since.  The  first  refer- 
ence is  found  in  the  address  of  Prof.  Carl  C.  Plehn  on  the 
"Taxation  of  Public  Service  Corporations,"  given  at  the 
very  first  conference,  held  at  Columbus,  Ohio,  in  1907. 

In  1911  at  Richmond,  after  the  adoption  of  his  plan  by  the 
people  of  the  state,  Prof.  Plehn  rendered  a  report  on  the  in- 
auguration in  1910  of  the  new  system.  At  the  next  confer- 
ence, held  at  Des  Moines,  Iowa,  in  1912,  the  late  A.  B.  Nye, 
then  state  controller  and  chairman  of  the  state  board  of 
equalization,  rendered  a  further  report,  carrying  the  story 
down  to  that  date.  Again  in  Denver,  in  1914,  there  was  an 
address  by  Prof.  Plehn,  dealing  this  time  with  the  more 
difficult  problems  which  had  arisen  in  the  administration  of 
the  system.  Lastly,  in  San  Francisco,  in  1915,  some  of  the 
later  phases  and  the  now  pending  measure  were  discussed  at 
the  round  table. 

The  salient  features  of  the  system  are  so  well  known  that 
only  a  brief  summary  is  necessary.  The  essential  parts  of  the 
California  system  are :  that  all  public  utilities  except  water 
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companies,  all  banks  and  insurance  companies,  and  all  fran- 
chises are  taxed  solely  for  state  purposes,  with  the  exception 
of  their  non-operative  property.  This  has  well  been  called  a 
system  of  segregation,  not  of  separation.  In  addition  to  these 
taxes,  the  state  has  the  inheritance  tax,  the  automobile,  and  a 
few  other  license  taxes,  certain  fees,  and  other  miscellaneous 
income.  This  is  the  sixth  successive  fiscal  year  in  which  Cali- 
fornia has  had  no  general  ad  valorem  tax  for  state  purposes. 

In  1914  the  people  repealed  by  referendum  the  old  poll 
tax  which  has  been  part  of  the  common  school  fund,  and  they 
have  thus  thrown  an  additional  strain  of  $800,000  a  year  on 
the  state  system. 

The  taxes  on  the  public  utilities  are  based  on  gross  receipts ; 
those  on  banks,  on  the  stock;  on  insurance  companies,  on  the 
premium ;  and  on  franchises,  ad  valorem.  The  last  is  the 
only  tax  involving  a  valuation  or  assessment. 

The  revenues  of  the  state  are  a  little  over  one-fourth  of  all 
the  public  moneys  raised  in  California.  A  little  over  three- 
fourths  of  all  the  state's  revenues  are  from  the  taxes  on  the 
segregated  properties.  The  segregated  revenues  for  the  six 
years  are : 

1911  $10,454,215 

1912  10,922,405 

1913  12,971,541 

1914  13,609,663 

1915  15,396,797 

1916  15,678,218 

The  increase  in  six  years  is  over  $5,000,000  or  nearly  50  per 
cent.  This  increase  is  almost  exactly  the  same  as  the  increase 
in  local  taxes'  during  the  same  period.  The  increase  in  state 
revenues  has  not  all  been  due  to  the  growth  of  the  gross  re- 
ceipts of  the  taxed  companies  alone.  Twice,  once  in  1913 
and  again  in  1915,  the  legislature  has  raised  the  rates.  These 
increases  were  made  on  the  basis  of  a  combination  of  two 
theories  more  or  less  contradictory.  One  theory,  held  by  a 
relatively  small  number  of  the  legislators,  was  that  the  segre- 
gated properties  should  pay  all  the  state's  expenses  regard- 
less of  whether  the  resulting  burden  would  be  equal  to, 
greater  than,  or  less  than  the  burden  on  those  classes  of  tax- 
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payers  who  support  the  county  and  city  governments.  The 
other  theory  was  that  the  public  utilities  should  bear,  as 
nearly  as  may  be,  the  same  burden  as  is  borne  by  the  average 
taxpayer,  not  taxed  for  state  purposes. 

The  latter  theory  has  been  the  basis  of  three  investigations ; 
one  to  be  found  in  the  special  report  of  the  state  board  of 
equalization  in  1912;  the  other,  unpublished,  made  by  the 
same  board  in  1914;  and  the  third,  now  in  progress,  under 
the  new  state  tax  commission.  In  each  of  these  investigations 
the  endeavor  has  been  to  get  at  the  average  burden  of  taxa- 
tion throughout  the  state  by  arriving  at  the  true  value  of 
property  assessed  and  the  ratio  of  taxes  thereto,  and  to  figure 
out  what  ratio,  on  the  average,  applied  to  the  gross  receipts 
of  the  corporations  taxed  for  state  purposes  would  result  in 
taxes  equal  to  the  same  ratio  of  the  "stock  and  bond"  value 
of  the  corporations.  These  investigations,  too  complex  to  go 
into  at  this  time,  will  be  found  fully  explained  in  the  reports 
referred  to. 

It  might  be  inferred  from  the  success  of  the  new  system  as 
a  revenue  getter  and  from  the  fact  that  litigation  over  the 
new  law  is  almost  negligible,  that  the  taxpayers  and  the 
people  of  California  ought  to  be  satisfied  to  let  things  run  on 
for  a  while.  But  such  seems  not  to  be  wholly  the  case.  The 
rapid  increase  in  public  expenditures,  for  things  which  a 
progressive  people  rigorously  demand,  has  thrown  a  burden 
on  the  taxpayers,  both  state  and  local,  under  which  they  are 
becoming  restive.  In  the  last  legislature  there  were  many 
schemes  for  a  change.  It  was  argued  by  the  corporations  that 
they  should  not  be  subjected  to  a  change,  generally  upward, 
in  their  rates  every  two  years.  There  was,  moreover,  growing 
dissatisfaction  with  the  inequalities  in  local  assessments.  As 
a  result,  there  was  submitted  to  the  people  a  constitutional 
amendment  providing  for  a  permanent  state  tax  commission, 
to  replace  the  state  board  of  equalization  and  with  super- 
visory powers  over  the  58  county  assessors,  who  feared  that  it 
meant  control  rather  than  co-operation. 

At  the  same  time  the  legislators  created  a  commission  to 
investigate  and  report  on  every  phase  of  the  tax  system.  The 
commission  has  been  at  work  since  last  February  and  has 
already  published  a  "foreword"  intended  to  stimulate  inter- 
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est  and  bring  out  opinions  from  the  taxpayers.  This  fore- 
word lays  emphasis  mainly  on  the  need  for  better  administra- 
tion of  the  tax  laws,  and  for  giving  the  assessors  more  power 
and  especially  more  facilities  for  doing  their  work  properly. 
It  is  too  early  to  forecast  what  the  commission  will  recom- 
mend. But  its  report  will  contain  some  very  interesting  data 
as  to  the  working  of  the  present  tax  system  in  all  its  phases. 

One  thing  about  which  we  are  much  concerned  in  Cali- 
fornia is  the  threatened  absorption  by  the  federal  government 
of  the  inheritance  tax.  This  yields  us  $2,500,000  a  year  of 
state  revenue,  an  eighth  of  the  whole,  and  its  loss  would  be  a 
serious  blow.  Moreover,  we  believe  we  have  as  nearly  per- 
fect an  administration  of  that  law  as  possible,  and  fear  that 
the  federal  administration  would  not  be  nearly  so  efficient, 
and  as  the  equality  of  an  inheritance  tax  depends  primarily 
upon  the  administration,  this  seems  to  us  another  loss. 

The  single  taxers  have  again,  now  for  the  third  time,  put 
a  home-rule  constitutional  amendment  before  the  people  by 
initiative  petitions,  and  these,  too,  will  have  to  be  voted  on 
this  fall.  If  you  care  I  will  read  the  initiative  petition  which 
will  be  placed  on  the  ballot  this  year : 

"Article  XXIII  of  the  Constitution  to  be  amended  and  to  read  as 
follows,  effective  January  1,  1917. 

"Public  revenues,  state,  county,  municipal,  and  district,  shall  be 
raised  by  taxation  of  land  values  exclusive  of  improvements,  and  no  tax 
or  charge  for  revenue  shall  be  imposed  on  any  labor  product,  occupation, 
business,  or  person;  but  this  shall  not  prevent  the  assessment  of  incomes 
and  inheritances  to  provide  funds  for  old-age  pensions,  mother's  endow- 
ments, and  -workmen's  disemployment  and  disability  insurance. 

"Land  holdings  shall  be  equally  assessed,  according  to  their  value  for 
use  or  occupancy,  without  regard  to  any  work  of  man  thereon.  This 
value  shall  be  determined  in  municipalities,  and  wherever  else  practicable, 
by  the  'Somers  System'  or  other  means  of  exact  computation  from  cen- 
tral locations.  The  intent  of  this  provision  is  to  take  for  public  use  the 
rental  and  site  values  of  land,  and  to  reduce  land  holdings  to  those  only 
who  live  on  or  make  productive  use  of  it.  Conflicting  provisions  are 
hereby  repealed." 

Although  the  people  are  not  very  deeply  stirred  up  or  ex- 
cited over  tax  matters,  yet  there  are  questions  pending,  ' '  some- 
thing doing"  in  the  field  all  the  time. 
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Mr.  Oscar  Leser,  of  Maryland :  The  speaker  did  not  tell 
us  what  happened  to  that  constitutional  amendment  to  abol- 
ish the  state  board  of  equalization. 


Mr.  John  Mitchell:  It  was  defeated  by  request  of  the 
chairman  of  the  tax  commission,  Mr.  Seavey.  He  had  thought 
and  been  advised  that  it  was  subject  to  the  referendum.  Mr. 
Seavey  believes  in  the  referendum,  and  when  he  found  that 
it  was  not  subject  to  the  referendum  he  came  out  in  an  article 
some  few  days  before  the  election  saying  that  he  wished  it  to 
be  defeated,  and  it  was  defeated. 

Mr.  J.  F.  Zoller,  of  New  York:  I  wanted  to  discuss 
briefly,  if  it  is  in  order  to  do  so,  that  part  of  the  program 
which  refers  to  both  national  and  state  income  taxation.  You 
had  a  committee  appointed  to  make  certain  recommendations 
to  Congress  in  order  to  bring  about  changes  which  the  com- 
mittee felt  ought  to  be  made  in  the  present  national  income 
tax  law.  That  committee,  as  it  was  explained,  could  do  noth- 
ing except  to  call  certain  desirable  amendments  to  the  atten- 
tion of  Congress.  It  is  necessary,  I  think,  in  order  to  get  any 
action  to  do  more  than  that.  I  became  interested  in  some  of 
those  amendments,  and  although  I  did  not  consider  all  of 
them  I  attempted  to  get  Congress  to  make  some  changes  in 
the  present  law,  and  I  thought  it  might  be  of  interest  to  this 
conference  for  me  to  relate  briefly  the  experience  that  I  had 
in  connection  with  this  matter.  Now,  in  the  first  place,  it  is  a 
very  difficult  matter  to  get  changes  made  in  any  tax  law  either 
at  Washington  or  in  any  state.  This  is  not  a  criticism  upon 
Congress  or  any  legislator,  but  it  is  a  fact  that  the  average 
legislator  does  not  study  taxation  problems  from  the  eco- 
nomic and  scientific  standpoint.  The  legislators  have  so  many 
subjects  to  which  they  are  obliged  to  give  attention  that  they 
cannot  give  the  attention  that  you  gentlemen  give  to  taxation 
questions.  We  endeavored  to  do  away  with  "collection  at 
the  source"  and  to  substitute  "information  at  the  source." 
That  proposition  was  defeated  not  upon  its  merit  but  because 
Congress's  attention  was  called  to  the  fact  that  certain  cor- 
porations had  placed  in  certain  bonds  a  covenant  whereby 
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such  corporations  agreed  to  pay  interest  on  the  bonds  without 
any  deduction,  and  if  "information"  were  substituted  these 
bondholders  might  have  to  pay  an  income  tax.  I  am  not 
going  into  the  merits  of  whether  or  not  the  corporations  made 
such  an  agreement  with  their  stockholders.  My  contention  is 
that  that  matter  ought  to  be  settled  between  the  stockholders 
and  corporations  themselves  and  has  no  place  at  all  in  a  con- 
sideration of  the  income  tax  law.  The  serious  part  of  the 
situation  is  that  this  ' '  collection  at  the  source ' '  feature  allows 
the  shifting  of  the  income  tax  from  the  bondholder  to  the 
stockholder.  I  always  supposed  that  an  income  tax  was  a  tax 
which  could  not  be  shifted,  or  at  least  ought  not  to  be  shifted, 
and  that  the  fact  that  it  could  not  be  easily  shifted  was  one 
of  its  greatest  merits;  and  yet,  with  this  feature  of  ''collec- 
tion at  the  source,"  it  is  a  fact  that  under  this  kind  of  bond 
the  bondholders  escape  paying  an  income  tax  which  I  think 
they  ought  to  pay.  I  think  everybody  who  has  a  taxable  in- 
come ought  to  pay  an  income  tax.  But,  as  before  stated,  the 
tax  upon  this  particular  bond  interest  is  assumed  by  the 
stockholders.  The  reason  that  it  is  assumed  by  the  stock- 
holders is  because  a  tax  upon  a  corporation  is  necessarily  a 
tax  upon  the  stockholders.  Either  their  dividends  are  dimin- 
ished or  else  the  surplus  of  the  corporation  is  diminished,  and 
that  diminution  is  reflected  in  the  decreased  value  of  the 
stock.  This  conclusion  is  admitted  by  the  author  of  the  law. 
Judge  Hull,  the  author  of  the  law,  I  think  has  made  the  most 
extensive  study  of  income  taxation  of  any  person  in  Wash- 
ington. I  believe  he  is  the  most  competent  person  to  speak 
upon  that  subject  down  there.  I  think  that  contention  is  con- 
ceded to  be  a  fact,  and  in  his  speech  before  Congress — I  had 
the  privilege  of  hearing  him — Judge  Hull  said  that  some  of 
the  other  members  contended  that  the  income  tax  was  being 
paid  by  a  very  few  individuals  only.  He  said  that  those  other 
members  of  Congress  overlooked  the  fact  that  190,000  cor- 
porations paying  the  income  tax  had  2.500,000  stockholders 
who  paid  the  tax  through  the  corporations.  Certainly  the 
theory  of  this  law  is  that  there  shall  be  two  taxes,  a  normal 
tax  and  a  surtax ;  the  stockholder  pays  his  normal  tax  through 
the  corporation,  and  an  individual  not  a  stockholder  pays  his 
normal  tax  direct.     The  surtax,  on  the  other  hand,  is  col- 
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lected  from  all  individuals  direct.  It  would,  therefore,  seem 
that  if  you  in  any  way  discriminate  against  the  corporation 
under  the  income  tax  law  you  are  discriminating  against  the 
stockholders  who  eventually  have  to  pay  the  tax.  It  is  to 
avoid  discrimination  against  stockholders  under  this  law  that 
the  individual,  when  he  makes  up  his  individual  report,  is 
permitted  to  deduct  in  ascertaining  his  normal  tax  the  amount 
he  receives  in  dividends  from  corporations  subject  to  the  tax. 
This  arrangement  avoids  double  taxation  of  the  same  earn- 
ings. Your  committee  took  the  logical  position  that,  if  indi- 
viduals were  permitted  to  deduct  such  dividends  so  as  to 
avoid  multiple  taxation  of  the  same  income,  corporations 
which  received  dividends  from  other  corporations  subject  to 
the  tax  should  be  allowed  to  deduct  such  dividends  for  the 
same  reason.  I  visited  about  all  the  members  of  the  Finance 
Committee  and  was  unable  to  find  a  member  who  could  find 
any  fault  from  an  economic  or  scientific  standpoint  to  the 
proposition  proposed  by  your  committee.  Each  said  it  was 
absolutely  correct  in  principle,  but  that  there  were  certain 
members  in  Congress  who  did  not  favor  holding  companies. 
Such  members  advocated  penalizing  holding  companies.  Be- 
cause of  the  feeling  against  holding  companies,  the  members 
of  the  Finance  Committee,  as  I  understand  it,  opposed  the 
principle,  although  they  admitted  that  it  was  scientifically 
and  economically  sound.  Here  we  have  illustrated  the  diffi- 
culty in  tax  legislation.  The  legislator  wants  to  put  into  a 
tax  law  some  provision  intended  to  correct  some  abuse,  either 
real  or  imagined,  which  has  no  relation  to  taxation  at  all. 
When  this  is  permitted  the  taxation  principle  is  usually  de- 
stroyed. 

A  peculiar  situation  developed  in  Washington  in  regard  to 
deducting  the  tax  paid  on  bond  interest  by  corporations  that 
had  issued  the  so-called  tax-free  bonds.  The  position  taken 
by  the  Finance  Committee  in  the  matter  is  not  important,  but 
there  is  a  principle  involved.  The  corporations  asked,  and 
rightfully,  in  case  they  had  to  pay  this  tax  for  the  bond- 
holder, that  they  be  permitted  to  deduct  such  tax  as  an  ex- 
pense in  their  reports  to  the  government.  Because,  they  con- 
tended, if  the  bondholder  had  paid  the  tax  himself  he  would 
have  deducted  it  as  an  expense,  and  that  it  was  necessarily 
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an  expense  to  the  corporation  if  the  corporation  paid  it  in- 
stead of  the  bondholder.  This  was  a  perfectly  plain  propo- 
sition, and  the  theory  of  the  law  permits  the  deduction  of  the 
amount  of  taxes  paid,  as  an  expense.  Of  course,  the  amount 
paid  in  taxes  by  any  taxpayer  decreases  the  net  income  by 
the  amount  of  taxes  paid.  There  is  a  mistake  of  fact  in 
Washington.  The  Finance  Committee  of  the  Senate  has  not 
taken  time  to  figure  out  a  mathematical  proposition.  Mem- 
bers of  that  committee  actually  claimed  that  if  the  corpora- 
tion deducted  the  tax  upon  this  bond  interest,  in  ascertaining 
the  net  income,  no  tax  whatever  would  be  paid  on  such  bond 
interest.  Of  course  this  tax  upon  the  bond  interest  being 
only  one  per  cent  (now  two  per  cent)  of  the  interest,  the 
deduction  of  the  tax  upon  this  interest  from  the  gross  income 
would  reduce  the  net  income  only  by  an  amount  equal  to  one 
per  cent  of  the  interest,  and  the  government,  in  case  such 
deduction  were  allowed  the  corporation,  would  get  a  tax  of 
one  per  cent  (now  two  per  cent)  upon  99  per  cent  of  the 
total  bond  interest,  the  same  tax  which  the  government  would 
receive  if  the  bondholder  paid  his  own  tax.  For  example: 
if  you  deduct  $100  from  your  net  income,  you  reduce  your 
net  income  $100,  but  you  reduce  your  tax  just  $1.00  (if  the 
rate  be  one  per  cent)  or  one  per  cent  of  $100.  The  Finance 
Committee  did  not  ascertain  the  real  effect  of  allowing  this 
deduction.  There  was  a  mistake  of  fact,  and  it  seems  a  little 
unfortunate  that  in  the  hurry  of  legislation  such  situations 
arise.  In  the  great  pressure  of  legislation  it  is  difficult  to  get 
Congress  to  give  simple  propositions  the  required  attention. 

Another  proposition  which  Congress  was  asked  to  consider 
was  obsolescence.  "We  are  allowed  to  deduct — this  deduction 
applies  to  anybody  in  business,  not  corporations  alone — under 
expenses  a  reasonable  allowance  for  depreciation  because  of 
wear  and  tear.  Any  business  man  knows  that  there  is  a  de- 
preciation not  due  to  wear  and  tear,  but  due  to  obsolescence. 
A  very  obvious  example  of  that  kind  of  depreciation  is  found 
in  the  case  of  railroad  companies  where  steel  cars  are  substi- 
tuted for  wooden  cars.  The  public  may  demand  such  steel 
cars.  The  railroad  has  plenty  of  wooden  cars  which  are  not 
worn  out  but  are  in  good  condition.  If  the  steel  cars  are 
substituted  the  wooden  cars  go  to  the  scrap  heap.    There  is  a 
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loss  by  obsolescence  and  not  by  wear  and  tear.  The  Treasury 
Department  has  recognized  that  fact  and  has  allowed  such 
depreciation  where  it  actually  occurred,  but  it  is  not  in  the 
law  and  a  certain  judge  not  very  long  ago  pointed  out  the 
fact  that  no  provision  was  made  for  depreciation  due  to  obso- 
lescence in  the  law.  We  asked  that  Congress  provide  for 
such  depreciation  in  the  law  so  as  to  make  the  law  conform 
to  the  rulings  of  the  Treasury  Department  and  to  good  busi- 
ness methods.  So  far  as  I  know,  Congress  does  not  intend  to 
make  this  change.  There  were  other  features  of  the  law 
brought  to  the  attention  of  Congress  which  were  not  acted 
upon,  and  as  a  matter  of  fact  it  does  not  seem  that  the  law 
has  been  improved  to  a  great  extent.  The  point  I  want  to 
make  here  is  that  I  think  the  time  is  coming  when  many 
states  will  eventually  resort  to  an  income  tax.  They  may  not 
all,  and  some  states  may  not  resort  to  such  a  tax  for  a  long 
time,  but  it  seems  certain  that  sooner  or  later  a  great  many 
states  will  resort  to  that  kind  of  taxation.  When  they  do,  I 
do  not  believe  that  they  will  thereafter  repeal  the  act  impos- 
ing an  income  tax.  In  passing  a  state  income  tax  act  I  be- 
lieve the  thing  that  should  be  kept  in  mind  constantly  is  that, 
whatever  the  rate  on  the  corporation  income,  it  is  the  stock- 
holders behind  the  corporation  who  pay  the  tax.  Therefore, 
if  the  rate  is  such  and  the  arrangement  such  that  the  corpora- 
tion pays  more  tax  upon  its  income  than  individuals  or  other 
taxpayers,  there  is  necessarily  a  discrimination  between  the 
stockholders  of  the  corporation  and  those  individuals  who 
receive  their  income  from  sources  other  than  dividends  on 
corporate  stock. 

Mr.  A.  E.  James,  of  New  Mexico :  May  I  ask  Mr.  Zoller  a 
question?  With  respect  to  the  shifting  of  the  interest  on 
bonds,  Mr.  Zoller,  is  it  not  true  that  under  the  federal  returns, 
even  though  the  corporation  pays  the  interest,  the  bondholder 
may  deduct  it  in  making  his  own  return?  That  is  classed 
among  the  deductible  items. 

Mr.  J.  F.  Zoller:  My  understanding  is  that  the  bond- 
holder does  not  claim  such  deduction.    I  cannot  construe  the 
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law  so  as  to  allow  him  the  deduction.  Your  contention  has 
been  raised  by  others,  but  the  law  says  taxes  paid.  I  am  of 
the  opinion  that  the  language  is  not  broad  enough  to  cover 
taxes  other  than  those  paid  by  the  taxpayer  claiming  the 
deduction. 

Mr.  A.  E.  James:  Do  you  know  how  the  Treasury  Depart- 
ment has  ruled  ? 

Mr.  J.  F.  Zoller  :  I  do  not  understand  that  there  has  been 
a  ruling  on  that  point. 

Mr.  A.  E.  James  :  It  has  always  seemed  to  me  that  could 
just  as  readily  be  interpreted  one  way  as  the  other.  The  in- 
tent of  the  thing  was  to  have  the  bondholder  pay. 

Mr.  J.  F.  Zoller :  Of  course,  the  answer  to  that  is:  if 
there  is  any  doubt  about  it,  it  ought  to  be  so  arranged  as  to 
permit  deduction  only  by  the  party  paying  the  tax. 

Mr.  Oscar  Leser  :  We  have  no  board  of  equalization  in 
Maryland  and  the  absence  of  such  a  board  led  me  into  a 
rather  exhaustive  study  of  the  subject,  and  also  into  a  recom- 
mendation that  such  a  board  should  be  created  for  our  state. 
I  learned  some  things  which  apparently  were  not  to  be  found 
in  any  printed  literature,  and  it  may  be  of  some  interest  to 
this  conference  to  hear  the  result.  I  did  observe,  in  what 
few  allusions  I  found,  a  general  tendency  to  decry,  or  to  re- 
flect on,  the  boards  of  equalization.  I  could  not  quite  recon- 
cile this  with  the  idea  that  they  still  continued  to  exist,  or 
with  the  further  idea  that  they  seemed  necessary.  I  tried  to 
find  out  the  reason  for  that  attitude. 

My  solution  of  it  was  this:  first,  that  the  old  boards  of 
equalization  were  too  large  and  cumbersome.  I  found  that  in 
Ohio  up  to  a  few  years  ago  they  had  40  members,  one  selected 
from  each  senatorial  district.  In  Minnesota  they  formerly 
had  21  members,  one  selected  from  each  judicial  district.  In 
another  state  they  were  selected  from  the  judicial  districts, 
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and  I  think  in  Nevada  even  to  this  day  they  are  selected  by- 
counties  ;  in  other  words,  the  county  assessors  compose  the 
state  board  of  equalization.  I  believe  the  board  in  that  state 
has  13  members.  Minnesota  and  Ohio  have  abolished  their 
large  boards.  Illinois,  in  which  state  they  are  selected  from 
congressional  districts,  still  has  that  system,  and  there  are 
today  26  members  of  the  board  of  equalization  in  Illinois. 
There  is  one  member  ex-officio  and  one  from  each  congres- 
sional district,  making  a  total  of  26. 

That  was  evidently  the  first  reason  why  these  boards  worked 
badly  in  the  earlier  days.  The  second  was  the  method  of 
selecting  these  officials.  As  I  have  already  indicated,  they 
were  sectionally  selected  in  a  great  many  states  so  that  there 
was  really  no  representative  of  the  state  as  a  whole — a  system 
which  operated  to  make  each  member  of  the  board  work  very 
zealously  for  his  particular  section  of  the  state  rather  than 
for  the  state  at  large.  There  was  a  further  defect  in  the 
method  of  selection  in  that  to  a  large  extent  there  were  ex- 
officio  members,  men  who  gave  only  casual  attention  to  these 
duties  and  who  had  no  special  incentive  to  study  the  real 
problems  before  them;  who  were  not  elected  to  their  offices 
with  any  idea  of  their  qualification  for  this  particular  work 
and  for  that  reason  gave  very  indifferent  service.  Then  there 
was  also,  as  a  third  defect,  the  very  long  interval,  in  some 
cases,  between  the  periods  of  equalization.  There  were  two 
states  I  found,  Ohio  and  "West  Virginia,  where  the  equaliza- 
tions were  ten  years  apart. 

There  were  also  great  inadequacies  in  the  facilities  the  old 
commissions  had  for  working.  As  a  rule  they  had  no  power 
to  summon  witnesses,  and  no  inclination  to  do  original  re- 
search work.  In  some  cases  they  were  to  act  simply  on  their 
"best  judgment,"  which  was  nothing  more  than  a  guess  if 
they  acted  honestly  and  were  not  influenced  by  sectional  con- 
siderations; and,  where  there  was  any  definite  rule  in  the 
statute,  it  usually  limited  them  to  a  consideration  of  sales, 
eliminating  all  other  methods  of  ascertaining  values.  Finally, 
there  was  the  absence  of  a  proper  follow-up  system  so  that 
the  inequalities  which  were  exposed  could  be  remedied  by 
further  action. 

This  analysis  of  the  situation  seemed  to  me  to  explain  why 
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I  found  so  many  references  to  and  criticisms  of  the  old  equal- 
ization boards,  and  yet  I  could  not  fail  to  conclude  that  they 
were  absolutely  essential  to  a  proper  administration  of  state 
taxes.  I  am  speaking  more  particularly  now  of  intercounty 
equalization  boards,  state  equalization  boards.  It  may  inter- 
est you  to  know  that  there  are  36  states  which  have  such 
boards,  and  that  there  are  32  states  which  have  state  tax 
commissions,  or  similar  officials  with  central  supervisory 
powers;  and  that  26  of  these  32  states  have  state  boards  of 
equalization ;  which  seemed  to  me  to  prove  that  the  creation 
of  a  state  tax  commission  did  not  do  away  with  the  necessity 
for  a  state  board  of  equalization,  although  in  a  number  of 
states  the  state  tax  commission  acts  also  as  the  state  board  of 
equalization.  In  fact,  in  18  of  the  states  the  state  tax  com- 
mission either  is  the  equalization  board  or  is  represented  on 
that  board. 

Another  question  that  I  examined  was  what  should  be 
equalized  by  the  state  boards,  and  the  conclusion  I  reached 
was  that  the  system  prevailing  in  New  York — and  I  think 
also  in  Ohio — was  vastly  to  be  preferred,  in  that  it  limited 
the  equalization  to  realty  and  made  no  attempt  to  have  an 
intercounty  equalization  of  personal  property.  I  found  that 
where  the  law  required  an  equalization  of  personal  property — 
by  horizontal  increase  usually,  sometimes  by  classes  and  some- 
times by  personal  property  as  a  whole — the  general  tendency 
was  to  accept  the  assessed  value  as  the  equalized  value,  for 
the  reason,  I  suppose,  that  it  was  easier  to  do  that  than  to 
give  a  good  reason  for  changing  it;  I  suppose  also  for  the 
further  reason  that  to  a  large  extent  the  inequality  in  per- 
sonal property  was  due  not  to  underassessment  or  to  any 
uniform  underassessment,  but  rather  to  a  total  omission  of 
personal  property,  so  that  any  attempt  to  equalize  personal 
property  became  largely  a  matter  of  guesswork.  Moreover, 
in  states  where  the  state  tax  is  not  apportioned,  under  such 
circumstances  a  horizontal  increase  would  inflict  undue  hard- 
ship on  those  whose  personal  property  has  not  escaped  assess- 
ment. It  is  an  impossible  thing  to  know  how  much  personal 
property  is  absolutely  omitted  from  the  roll,  and,  therefore,  it 
would  be  better  to  leave  to  the  local  authorities  the  question 
■of  discovering  that  property,  omitting  personal  property  from 
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revision  by  the  process  of  state  equalization.  There  should 
also,  of  course,  be  eliminated  all  property  which  is  assessed 
by  a  central  state  board  or  official,  on  the  theory  that  such 
property  has  already  been  assessed  at  the  equalized  ratio. 

The  next  question  I  tackled  was  the  proper  ratio  at  which 
the  equalization  should  take  place.  We  know,  of  course,  that 
theoretically  you  can  equalize  on  any  given  percentage  if  it  is 
uniformly  applied.  And,  while  for  assessment  purposes  I 
have  always  been  a  firm  advocate  of  assessment  at  full  value, 
still  I  did  not  close  my  eyes  to  the  fact  that  assessments  are 
not  always  actually  made  at  full  value.  The  question  is 
whether  to  equalize  at  full  value  or  at  some  other  ratio.  I 
found  prevailing  in  New  York  the  plan,  although  not  com- 
pulsory by  law,  of  equalizing  at  the  average  ratio  of  assess- 
ment,1 and  it  seemed  to  me  on  reflection  that  there  was  very 
great  virtue  in  that  system,  because  it  resulted  therefrom  that 
the  total  equalized  value  in  the  state  as  a  whole  equaled  the 
total  assessed  value.  This  plan  should  work  especially  well 
where  there  is  great  disparity  in  the  ratios  prevailing  in  the 
different  taxing  districts.  It  must  be  much  easier  to  equalize 
on  a  lower  basis,  or  at  least  on  an  average  basis,  than  to 
attempt  to  raise  all  the  valuations  to  100  per  cent.  There  is 
the  other  consideration  that  in  many  states  there  are  compul- 
sory or  fixed  levies,  either  for  school  purposes  or  for  bond 
purposes,  and  the  like,  and  that  these  levies  are  usually  fixed 
at  a  figure  which  will  produce  a  certain  estimated  yield  based 
on  actual  assessments:  and,  therefore,  any  sudden  increase  to 
full  valuation  would  result  in  a  very  heavy  over-yield  for 
these  different  funds.  So  it  seems  best  to  have  a  ratio  on 
which  to  equalize  without  disturbing  the  whole  financial 
arrangement  of  the  state ;  and  then  gradually,  if  there  is  this 
follow-up  system,  the  bad  places  can  be  remedied.  The  ten- 
dency will  be  gradually  to  work  up  more  and  more  toward 
the  actual  full  value  standard  all  over  the  state. 

i  Mr.  Leser  explained  later  that  his  remarks  in  this  connection  ap- 
plied only  to  states  (like  New  York)  where  the  tax  is  apportioned 
among  political  units,  not  to  states  where  individual  assessments  were 
changed  in  the  process  of  equalization. — Editor. 
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Mr.  George  T.  Boutox,  of  New  Jersey:  You  said,  I  be- 
lieve, 36  or  38  states  have  boards  of  equalization. 

Mr.  Oscar  Leser:  Thirty-six. 

Mr.  George  T.  Boutox:  Is  New  Jersey  included?  Be- 
cause in  New  Jersey,  although  we  have  no  general  direct  state 
property  tax,  we  still  have  a  tax  for  state  purposes.  I  am  a 
member  of  the  state  board  of  New  Jersey. 

Mr.  Oscar  Leser  :  You  had  the  power  to  equalize  for  the 
distribution  of  school  tax. 

Mr.  George  T.  Boutox  :  That  board  was  put  out  of  busi- 
ness last  winter  and  the  new  board  took  its  place.  The  new 
board  is  the  Board  of  Taxes  and  Assessment,  which  has  no 
power  to  equalize  taxes  except  on  complaint  of  property 
owners  adjacent.  For  instance,  a  man  may  come  in  and  say, 
"I  am  assessed  for  $10,000;  my  neighbor  with  exactly  similar 
property  is  assessed  for  $5,000."  If  he  is  assessed  beyond 
the  value  of  his  property,  we  can  reduce  him.  So  that,  while 
you  think  perhaps  that  in  New  Jersey — and  I  think  in  some 
other  states — they  appear  to  have  boards  of  equalization,  the 
title  "Board  of  Equalization*'  is  a  misnomer. 

Mr.  Oscar  Leser:  I  think  you  confuse  ''equalization''.  I 
am  not  speaking  of  equalizing  between  individual  assessments. 
I  am  speaking  of  intercounty  equalization  for  state  purposes. 

Mr.  George  T.  Boutox  :  My  theory  of  equalization  is  that 
a  board  of  equalization  should  have  power  to  go  in  and  equal- 
ize in  any  district.  Where  such  power  does  not  exist,  it 
should  exist. 

Mr.  Oscar  Leser:  I  might  say  here  that  I  have  also  in- 
cluded in  this  list  the  state  of  California.  They  have  a  state 
board  of  equalization  which  in  a  strict  sense  really  no  longer 
equalizes  between  counties  because  they  have  no  direct  state 
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tax,  although  they  did.  have  one  last  year  for  the  purpose  of 
financing  the  Panama  Exposition.  That  is  paid  for  and  now 
the  board's  equalization  powers  have  gone  into  hoek. 

Mr.  H.  F.  Chapman  :  I  should  like  to  ask  the  judge  two 
questions.  In  states  like  South  Dakota  where  we  have  a  rela- 
tively large — a  15  per  cent — personal  property,  all  of  it  sub- 
ject to  state  tax,  some  classes  of  it,  like  live-stock,  fairly  well 
listed  as  to  numbers,  what  excuse  can  there  be  for  failure  on 
the  part  of  the  state  equalizing  board  to  refuse  to  equalize 
the  personal  property  classes  and  confine  its  efforts  to  real 
estate  ? 

Mr.  Oscab  Leser  :  I  do  make  a  qualification  if  you  must 
have  it  as  applicable  to  personal  property.  It  may  apply 
then  to  such  tangible  personal  property  as  is  capable  of  val- 
uation by  some  standard  unit  of  value,  and  which  is  pretty 
generally  distributed  throughout  the  state. 

Mr.  II.  F.  Chapman:  I  am  not  to  understand  that  you 
recommend  absolutely  ignoring  personal  property  taxes  where 
they  can  be  equalized? 

Mr.  Oscar  Leser  :  It  is  perfectly  practical  for  such  per- 
sonal property  as  you  may  have  in  the  western  states.  It 
would  be  all  right  for  equalizing  cattle  there,  but  equalizing 
cattle  in  a  state  like  Maine  would  not  amount  to  much.  It 
would  be  perfectly  impossible  to  equalize  by  adding  some- 
thing to  intangible  property  because  much  of  it,  especially 
where  the  full  tax  rate  is  imposed,  is  absolutely  and  entirely 
omitted. 

Mr.  H.  F.  Chapman  :  What  have  you  recommended  in  j'our 
state  as  to  the  composition  and  general  powers  of  an  equaliza- 
tion board? 

Mr.  Oscar  Leser  :  I  have  recommended  general  power  to 
equalize  on  real  estate  only,  because  we  have  no  classes  of 
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personal  property  sufficient  in  amount  to  make  it  wise  to 
apply  the  process  to  personal  property.  I  would  limit  it  to 
real  estate  and  equalize  on  the  average  ratio  of  assessment  to 
full  value. 


Prof.  T.  S.  Adams,  of  Connecticut:   By  the  state  tax  com- 
mission ? 


Mr.  Oscar  Leser  :  By  a  commission,  which  for  our  state  I 
have  recommended  should  consist  of  five  members,  three  of 
whom  would  be  the  members  of  the  state  tax  commission,  the 
other  two  to  be  the  comptroller  and  the  attorney  general. 
While  I  do  not  on  general  principles  believe  in  ex-officio  offi- 
cials, there  are  sometimes  situations  where  as  a  matter  of 
expediency  or  as  a  matter  of  bringing  greater  weight  to,  and 
acquiescence  in,  the  judgment  of  the  board  it  may  be  ad- 
visable or  expedient  to  include  one  or  two  officials  of  the 
state.  But  the  power  would,  nevertheless,  for  all  practical 
purposes  be  exercised  by  the  state  tax  commission. 

Mr.  John  B.  Phillips,  of  Colorado :  In  regard  to  equaliz- 
ing at  the  average  rate  of  assessment,  I  fear  that  in  those 
states  where  the  law  requires  the  equalization  to  be  done  by 
the  state  board,  for  instance,  after  the  fashion  of  compelling 
the  assessor  to  place  the  percentage  of  increase  or  decrease  on 
each  item  of  real  and  personal  property  on  the  assessment 
roll,  it  would  mean  the  reduction  of  the  valuation  in  certain 
counties. 

Prof.  T.  S.  Adams:  What  do  you  mean  by  equalizing  at 
the  average  rate? 


Mr.  John  B.  Phillips:    Take  the  aggregate  valuation  of 
the  state  and  strike  an  average ;  for  instance,  for  lands,  or 
whatever  it  would  be.    They  will  be  higher  in  some  counties 
than  in  others. 
15 
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Prof.  T.  S.  Adams  :  They  ought  to  be. 

Mr.  John  B.  Phillips  :  If  you  strike  an  average  and  then 
attempt  to  equalize  the  whole  state  accordingly,  it  must  re- 
duce valuations  in  some  counties. 

Prof.  T.  S.  Adams  :  I  still  do  not  understand. 

Mr.  John  B.  Phillips:  The  assessed  valuation  as  turned 
in  by  the  assessors  of  certain  counties  will  be  at  a  higher  per- 
centage of  full  cash  value  than  in  other  counties.  To  equal- 
ize at  the  average  rate,  you  will  have  to  reduce  some  counties. 

Mr.  Celsus  P.  Link,  of  Colorado:  Mr.  Adams'  point  is 
that  one  county  is  assessed  at  80  per  cent  of  full  value,  an- 
other county  50  per  cent,  and  another  100  per  cent  of  full 
value.     Dr.  Phillips  means  to  take  the  average  of  those  ratios. 

Mr.  John  B.  Phillips:  That  will  mean  the  reduction  of 
some  counties,  and  that  reduction  will  have  to  be  made  hori- 
zontally. My  experience  is  that  if  you  attempt  to  reduce  a 
county  in  that  fashion  it  will  be  almost  impossible  to  get  the 
assessor  to  bring  it  up  again  the  next  year.  I  believe  the 
scheme  is  not  practicable  where  you  have  to  go  through  and 
reduce  each  item  of  valuation. 

Mr.  Ralph  W.  Thomas,  of  New  York :  The  point  just  made 
by  Mr.  Phillips  is  of  interest  to  all  students  of  equalization, 
and  in  New  York  we  are  making  great  efforts  to  meet  the 
situation.  We  cannot  meet  it  wholly  right  away,  but  we  think 
we  can  eliminate  some  of  the  glaring  inequalities  which  now 
appear  in  our  county  and  state  equalizations. 

Each  board  of  supervisors  in  the  state  is  required  by  statute 
to  file  with  the  state  tax  department  the  table  of  rates  upon 
which  the  percentages  for  the  several  tax  districts  are  deter- 
mined by  the  board.  This  table  of  percentages  employed  in 
making  the  equalization  must  be  furnished  by  the  clerk  of  the 
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board  of  supervisors  to  the  tax  commission  and  it  must  be 
published  by  the  tax  commission  in  its  annual  report.  All  the 
written  or  documentary  evidence  upon  which  the  percentages 
for  the  several  tax  districts  are  determined  by  the  board  of 
supervisors  is  also  desired  by  the  state  tax  department.  Sec- 
tion 50  of  the  tax  law  prescribes  in  detail  how  the  county 
equalization  shall  be  made.  And  further,  the  state  tax  com- 
mission has  the  power,  on  complaint  or  on  its  own  motion,  to 
review  the  equalization  of  a  county  as  made  by  the  super- 
visors or  by  an  equalization  commission.  The  statute  pro- 
vides that  the  board  of  supervisors  may  appoint  an  equaliza- 
tion commission,  whose  report  shall  be  binding  and  conclusive 
as  an  equalization  of  the  assessments  of  real  property  for  such 
year.  The  decision  of  the  state  tax  commission  on  such  re- 
view shall  have  the  same  force  and  effect  as  the  original 
equalization  made  by  the  board  of  supervisors  or  other  local 
authority.  In  other  words,  we  now  have  power  to  go  into  all 
the  counties  of  the  state  and  rectify  glaring  instances  of  in- 
equality that  may  occur  in  the  equalization.  In  a  way,  that 
gives  the  tax  commission  the  power  to  secure  a  proper  equal- 
ization in  all  the  counties.  In  addition  to  that  it  has  by 
statute  been  made  the  duty  of  the  state  board  of  equalization 
to  apply  to  the  equalization  of  the  counties  of  the  state  the 
same  rule  as  that  by  which  the  county  supervisors  are  re- 
quired to  equalize  the  towns  of  a  county.  The  state  equaliza- 
tion as  between  counties  must  now  be  made  according  to  the 
rule  laid  down  in  the  statute.  While  we  are  at  the  beginning 
of  this  experiment,  we  nevertheless  hope  to  succeed  in  getting 
a  fairly  satisfactory  equalization  by  means  of  this  supervision 
of  the  county  equalizations  by  the  central  tax  authority 


Chairman  Andrews  :  Does  the  chair  understand  that  this 
method  of  procedure  has  actually  gone  into  operation  in  New 
York? 


Mr.  Ealph  W.  Thomas  :  It  will  go  into  effect  for  the  first 
time  next  Tuesday  at  the  meeting  of  the  state  board  of  equal- 
ization. 
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Chairman  Andrews:  You  are  not  able  to  report  then 
whether  there  is  any  difference  on  the  part  of  the  supervisors 
in  applying  the  rule  in  their  respective  counties? 

Mr.  Ralph  W.  Thomas:  If  there  should  be,  the  tax  com- 
mission has  the  power  to  require  a  new  equalization  in  accord- 
ance with  the  rule. 

We  have  in  the  state  tax  department  in  New  York  a  bureau 
of  local  assessments,  equalization,  and  statistics.  The  work  of 
this  bureau  is  conducted  by  men  experienced  in  the  methods 
of  local  assessment  work.  These  men  are  continuously  en- 
gaged in  investigating  different  counties  all  over  the  state. 
We  are  collecting  great  masses  of  material  on  the  methods  of 
assessment  in  various  counties  of  the  state  and  are  classifying 
and  systematizing  this  material  so  that  at  any  time  we  can 
put  our  hands  on  all  the  material  we  have  bearing  on  the 
assessment  of  any  town  in  any  county  in  the  state.  On  these 
data  we  largely  base  our  judgment  as  to  the  ratio  of  full  value 
at  which  any  town  in  the  state  is  assessing  property.  The 
board  of  supervisors  must  make  its  report  on  its  equalization 
to  the  state  tax  commission  upon  a  blank  form  prepared  by 
the  tax  department.  This  form  can  readily  be  analyzed,  and 
the  board  of  supervisors  is  required  to  make  this  report  by 
law.  If  such  report  be  found  to  differ  radically  from  the  re- 
sults obtained  by  investigations  conducted  by  the  department, 
a  question  at  once  arises  whether  the  equalization  has  been 
made  in  accordance  with  the  provisions  of  law;  and,  if  inves- 
tigation establishes  the  fact  that  it  has  not  been  so  made,  we 
can  then  go  into  the  county  and  make  the  equalization  our- 
selves. 

Mr.  A.  E.  Holcomb,  of  New  York:  May  I  interrupt  just  a 
moment?  It  occurs  to  me  that  possibly  the  delegates  do  not 
quite  understand  what  you  mean  by  equalization  in  New  York. 
In  other  words,  I  take  it  that  in  some  states  a  valuation  is 
actually  increased,  but  in  our  state  it  is  merely  a  mathematical 
process  to  reach  a  different  tax  rate.  I  wondered  if  there 
was  not  a  misconception  in  the  minds  of  some  as  to  just  what 
our  equalization  does  mean.     It  merely  means  reaching  by 
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mathematical  process  a  different  tax  rate,  and  not  increasing 
the  value  on  the  tax  roll.    I  think  you  might  bring  that  out. 

Mr.  John  Harrington,  of  Wisconsin:  It  seems  to  me 
proper  to  state  at  this  time  that,  since  a  good  many  of  the 
states  require  assessment  of  property  at  true  value,  there  is 
after  all  much  virtue  in  the  idea  of  equalizing  by  the  state 
board  or  state  tax  commission,  as  the  case  may  be,  all  the 
property  of  the  state  at  true  value.  If  you  set  up  true  value 
as  the  equalized  value  fixed  by  the  state  board  for  each  county, 
you  set  a  mark  for  the  local  assessors  to  work  toward.  You 
have  one  idea  in  the  minds  of  taxing  bodies — the  state  officials 
and  the  local  officials,  both  county,  town,  city,  and  village — 
and,  in  spite  of  what  has  been  said  here  in  favor  of  equaliza- 
tion at  the  average  assessed  value,  it  seems  to  me  that  a  great 
deal  may  be  said  and  should  be  said  in  favor  of  the  state  offi- 
cials taking  it  into  their  hands,  where  the  law  authorizes  them, 
to  aim  at  the  ideal  condition  for  which  we  are  all  working — 
the  true  value  of  all  property — for  the  purpose  of  securing 
equality  among  taxpayers  in  proportion  to  the  property  they 
own  and  the  ability  they  have  to  pay  as  represented  by  that 
standard.  It  is  a  mistake,  a  partial  surrender,  on  the  part  of 
the  state  officials  to  consider  anything  but  true  or  selling  value 
for  equalizing  purposes;  and  such  compromise  will  be  imi- 
tated, and  will  weaken  the  work  all  the  way  down  to  the  low- 
est official. 

Mr.  William  H.  Corbin,  of  Connecticut:  I  agree  abso- 
lutely with  what  the  last  gentleman  has  said.  A  state  tax 
should  be  imposed  equally  upon  all  counties,  townships,  or 
sub-taxing  units.  The  board  of  equalization  should  be  a  small 
body  with  power.  It  should  know  from  its  own  investiga- 
tions the  nature  of  the  assessed  valuations  in  the  different 
parts  of  the  state,  and  then  should  equalize  as  fully  as  pos- 
sible up  to  the  law  as  required.  This  should  be  an  incentive 
to  local  communities  to  come  up  to  that  standard  eventually. 
For  ten  years  I  have  been  a  member  of  an  equalization  board 
which  had  no  power  to  appoint  local  supervisors  or  by  orig- 
inal investigation  to  determine  exactly  what  the  basis  of  val- 
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uation  was  in  the  different  communities.  We  have  had  reports 
from  the  different  communities  and  have  attempted  to  dis- 
cover the  average  assessed  valuation  of  a  community  as  com- 
pared with  the  theoretical  market  value  required  by  the  stat- 
ute. Under  the  method  which  we  have  used  there  has  been 
added  to  the  valuation  of  each  township  an  amount  which 
would  theoretically  bring  the  assessment  up  to  approximately 
the  statutory  requirement,  and  the  state  taxes  have  then  been 
imposed  upon  this  corrected  list.  I  personally  feel  that  under 
the  system  which  we  have  had  in  Connecticut,  without  the 
centralized  power  of  some  other  states,  that  such  a  method  of 
equalization  was  not  satisfactory.  In  fact,  it  was  absolutely 
unfair  to  the  town  which  had  attempted  to  put  its  property 
upon  the  statutory  requirement,  since  the  board  did  not  and 
could  not  add  enough  to  bring  up  the  value  of  the  property 
of  other  towns  to  the  actual  value  because  the  citizens  would 
not  stand  for  it. 

Prof.  T.  S.  Adams:  Why  not? 

Mr.  William  H.  Corbin  :  The  popular  opposition  was  such 
that  it  could  not  be  done  by  a  board  of  three  on  which  there 
were  two  elected  ex-officio  members.  The  state  of  Connecticut 
this  last  year  has  used  another  method.  Instead  of  laying 
the  state  tax  upon  the  value  of  the  property  as  theoretically 
corrected  by  the  state  board  of  equalization,  the  legislature 
stipulated  that  a  certain  amount,  $175,000,000,  should  be  paid 
by  the  different  townships  of  the  state  during  the  year  1916 
and  the  year  1917,  and  that  this  amount  should  be  appor- 
tioned for  payment  to  the  different  townships  on  the  percent- 
age basis ;  that  is,  the  ratio  which  the  receipts  from  taxation 
from  all  sources  as  averaged  for  three  years  of  one  town  were 
to  such  total  receipts  of  all  the  towns  in  the  state.  The  afore- 
said amount  was  apportioned  to  these  different  towns  on  the 
basis  of  such  percentages,  and  it  has  seemed  to  work  out  very 
satisfactorily.  In  my  observation  the  towns  which  have  been 
attempting  to  put  their  property  up  to  the  fair  market  value 
did  not  pay  quite  so  much  in  proportion  as  they  did  the  year 
before  on  the  old  market  value  basis.     The  towns  that  have 
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had  a  lower  basis  of  valuation  paid  more  in  proportion  under 
this  method  than  they  did  before.  The  point  being  that  two 
towns  similarly  situated  with  similar  needs,  one  town  having 
a  theoretical  fair  market  value  with  a  $10  or  10  mill  rate,  as 
we  call  it  in  Connecticut,  the  other  town  having  a  50  per  cent 
basis  with  a  $20  or  20  mill  rate,  would  raise  practically  the 
same  amount  by  taxation.  Under  our  new  system  they  would 
pay  practically  the  same  amount  of  state  tax.  Under  the  old 
system,  which  required  the  board  of  equalization  to  add  to 
the  lowest  of  the  towns,  the  50  per  cent  town  would  never  get 
100  per  cent  added  to  it,  so  that  it  would  pay  the  state  tax 
under  the  property  value  method  on  a  lower  basis  than  the 
town  with  its  property  valued  at  the  fair  market  value.  From 
the  one  year's  operation  and  the  little  criticism  by  the  dif- 
ferent townships  throughout  the  state,  it  would  appear  that 
this  method  of  apportioning  the  state  tax  approximates  more 
nearly  relative  fairness  to  the  towns  in  the  state  than  the 
other  method  where  a  state  board  attempts  to  do  the  impos- 
sible task  of  equalizing  the  valuations. 

Mr.  Samuel  T.  Howe,  of  Kansas :  I  want  to  ask  Mr.  Corbin 
if  that  kind  of  adjustment  is  possible  except  in  states  having 
separation  of  sources  of  revenue,  state  and  local. 

Mr.  William  H.  Corbin  :  We  do  not  have  separation  now, 
although  between  1890  and  1908  we  had  absolutely  no  tax 
upon  the  local  township.  But  since  1908  we  have  had  a  state 
tax  nearly  every  year. 

Mr.  Samuel  T.  Howe  :  What  did  you  do  then  with  inter- 
county  property  such  as  railroad  properties? 

Mr.  William  H.  Corbin:  The  railroads  are  taxed  in  Con- 
necticut on  the  gross  earnings  basis.  That  entire  amount  goes 
into  the  state  treasury. 

Mr.  Samuel  T.  Howe  :  You  cannot  do  it  in  a  state  where 
the  railroads  are  intercounty  and  the  flat  rate  of  the  state 
applies  to  all  railroad  property,  in  order  to  have  equality. 
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Mr.  William  H.  Corbin  :  When  it  comes  to  the  apportion- 
ment of  the  state  tax  I  do  not  see  why  it  cannot  be  done  this 
other  way. 

Mr.  Samuel  T.  Howe  :  Because  the  local  taxes  are  upon  the 
railroad  property  as  well  as  other  property.  The  local  rate  is 
upon  the  railroad  property,  and  if  it  is  assessed  at  a  higher 
percentage  of  value  than  local  property  the  burden  is  shifted 
onto  the  railroad  property. 

Mr.  William  H.  Corbin  :  Does  the  state  board  or  local 
officials  value  the  railroad  ? 

Mr.  Samuel  T.  Howe  :   The  state  board. 

Mr.  William  H.  Corbin  :  And  you  value  it  on  a  different 
basis  ? 

Mr.  Samuel  T.  Howe:  Yes,  at  full  value,  and  the  local 
people  do  not  do  it. 

Mr.  William  H.  Corbin  .-  Are  the  taxes  paid  to  the  state  or 
local  community? 

Mr.  Samuel  T.  Howe  :  To  the  county.  All  property  in  the 
state  is  subject  to  all  levies.  I  think  for  your  state  that  is  an 
admirable  adjustment,  but  it  would  not  do  in  our  state  at  all. 

Mr.  John  B.  Phillips:  I  want  to  add  a  Avord  more.  In 
Colorado  we  have  the  same  system  that  Judge  Howe  explains 
exists  in  Kansas  and  the  public  utilities  are  assessed  by  the 
tax  commission.  Now,  when  equalization  occurs  and  a  certain 
county  is  assessed  at,  say,  75  per  cent  of  full  cash  value,  and 
that  county  has  to  be  raised,  the  utilities  are  not  disturbed, 
having  been  assessed  by  the  commission  at  full  cash  value, 
and  the  only  method  by  which  we  can  proceed  under  the  laws 
of  our  state  is  to  raise  the  property  assessed  by  the  local  as- 
sessor a  sufficient  percentage  to  bring  it  up  to  100  per  cent. 
The  only  way  this  can  be  done  is  by  adding  that  percentage 
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to  each  item  on  the  assessment  roll,  and  the  same  thing  would 
be  the  case  in  reducing  a  county,  as  I  tried  to  explain  before. 
That  is  a  system  which  I  think  prevails  in  a  number  of  other 
states,  but,  after  attending  several  of  these  conferences,  I  am 
unable  to  find  out  whether  or  not  in  very  many  states,  where 
the  state  board  of  equalization  is  an  ex-officio  elected  body, 
that  body  ever  raises  counties  by  this  cumbersome  method  of 
a  horizontal  increase  to  each  item  on  the  assessment  roll.  It 
entails  endless  friction  and  some  injustice,  and  the  assessors 
do  not  like  it  at  all  because  they  have  to  go  through  and 
change  their  entire  rolls.  This  was  done  and  has  been  done 
for  three  years  in  the  city  and  county  of  Denver.  It  is  a  very 
material  expense  and,  of  course,  it  happens  that  a  number  of 
people  in  a  county  where  a  considerable  increase  is  made  are 
raised  to  a  point  above  full  cash  value,  while  others  are  not 
yet  brought  up  there.  I  should  like  to  hear  from  adminis- 
trative officers  in  other  states  as  to  whether  or  not  they  equal- 
ize in  that  way  and  whether  or  not  ex-officio  members  of  state 
boards  of  equalization  have  the  nerve  to  do  this,  especially  in 
campaign  years. 

Mr.  Oscar  Leser  :  I  crave  the  indulgence  of  the  conference 
to  clear  up  something  which  may  help  in  this  and  other  dis- 
cussions. I  perceive  very  well  Mr.  Phillips'  point.  I  ought 
to  have  stated  that  in  the  system  of  equalization  which  I  was 
specially  studying  and  which  I  recommended  for  Maryland  I 
did  not  propose  any  change  in  assessments  for  local  purposes. 
It  was  simply  a  question  of  working  out  fractions  for  dis- 
tributing the  state  tax;  in  other  words,  for  apportioning  the 
state  tax.  I  believe  that  in  about  one-third  of  the  states  the 
state  tax  is  apportioned;  that  is,  it  is  not  imposed  on  each 
individual  piece  of  property  but  the  amount  of  the  direct 
state  tax  is  determined  by  the  legislature  or  by  some  state 
official.  The  question  is  how  that  amount  of  money  is  to  be 
paid.  To  do  that  these  fractions  are  computed  by  working 
out  the  relation  which  the  aggregate  assessed  value  of  each 
locality  bears  to  the  total  assessed  value  of  the  state.  If  you 
took  the  actual  assessed  basis  of  each  county,  you  would,  of 
course,  recognize  and  perpetuate  the  intercounty  inequalities ; 
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but,  under  the  plan  I  was  discussing,  the  state  board  of  equal- 
ization changes  that  assessed  value  as  a  whole  in  the  county 
and  thereby  changes  the  fraction  —  the  proportion  —  of  the 
amount  which  that  particular  county  pays  to  the  state.  There 
can,  therefore,  be  no  objection,  when  there  is  an  apportion- 
ment plan  in  force,  to  the  use  of  the  average  ratio.  There 
would  be  objection,  as  I  can  easily  see,  in  a  state  like  Colo- 
rado, where  each  separate  assessment  would  be  changed  to 
something  below  the  legal  standard.  This  I  would  not  ap- 
prove for  a  moment.  New  York  has  the  apportionment  plan, 
Oregon  has  it,  Washington  has  it,  and  every  New  England 
state  had  it  until  Connecticut  made  the  apportionment  on  a 
different  basis.  There  are  two  New  England  states,  by  the 
way,  Rhode  Island  and  Vermont,  which  have  the  apportion- 
ment plan  without  state  equalization,  but  they  have  very  low 
state  rates.  They  are  rather  small  states  and  the  assessments 
are  fairly  uniform  anyway. 

Mr.  A.  H.  Davison,  of  Iowa:  Mr.  Chairman  and  gentle- 
men of  the  Conference,  I  think  there  are  some  matters  of  his- 
tory, some  matters  of  law,  and  countless  numbers  of  questions 
raised  here  by  members  pertaining  to  things  as  they  exist  in 
Iowa.  The  word  "equalization"  does  not  appear  in  our  stat- 
ute. We  have,  however,  three  boards.  First,  in  the  town- 
ship, the  township  trustees ;  after  the  assessor  has  listed  real 
estate,  live-stock,  and  the  other  personal  property,  a  board 
goes  over  the  items  and  is  supposed,  as  our  state  requires,  to 
bring  those  items  to  the  market  value  in  the  ordinary  course 
of  trade.  Of  course,  it  is  not  done.  We  have  a  second  board, 
the  county  board  of  supervisors,  whose  power  and  authority  it 
is  to  adjust  between  the  taxing  districts  in  the  county  at  this 
cash  value  in  the  market  by  raising  or  lowering  townships. 
This  board  does  not  equalize  at  all  between  items  of  property 
or  individuals.  These  property  values  are  then  certified  to 
the  executive  council,  which  is  an  ex-officio  board  and  has  to 
be  elected,  and  has  had  the  nerve  to  do  what  Dr.  Phillips  re- 
ferred to,  at  least  on  one  occasion.  That  board  adjusts  the 
value  on  the  different  classes  of  property  between  the  coun- 
ties by  adding  a  per  cent  which  will  bring  it — that  is,  it  is 
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supposed  to  add  that  per  cent — which  will  bring  it  to  the 
value  in  the  market  in  the  ordinary  course  of  trade. 

We  have  had  some  such  practices  as  this,  on  two  or  three 
occasions,  since  I  have  been  secretary  of  the  executive  council, 
and  sometimes  we  have  gathered  from  the  counties  all  the  sales 
of  real  estate  for  the  preceding  year,  for  both  town  properties 
and  lands,  by  getting  the  county  recorder  to  make  up  a  list  by 
townships,  excluding  the  transfers  in  the  case  of  estates, 
transfers  for  nominal  considerations,  trades,  and  the  like, 
where  they  can  be  detected,  getting  as  near  as  possible  a 
bona  fide  list  of  the  actual  transfers  at  real  value.  These  were 
sent  in  and  we  rearranged  them  and  sent  them  to  the  county 
auditor,  who  has  the  books  as  the  adjustment  has  been  made 
in  the  townships  by  the  township  trustees,  and  we  asked  him 
to  go  over  those  and  put  opposite  each  item  the  assessed  value 
as  adjusted  in  the  township.  When  those  came  back  we  fig- 
ured up  and  saw  at  what  per  cent  of  the  selling  value  they 
had  assessed  these  items  of  real  estate.  Three  years  ago  we 
sent  those  back  to  the  counties  before  the  county  boards  acted 
as  adjusting  boards.  We  prepared  a  certificate  for  them  to 
sign,  and  it  was  prepared  so  that  it  meant  something,  and 
asked  them  to  correct  the  lists  and,  when  they  had  corrected 
them,  to  note  on  the  lists  in  red  ink  the  values  as  they  had 
adjusted  them,  and  to  sign  the  certificate  at  the  end  that  they 
had  done  thus  and  so.  There  were  possibly  15  out  of  99  that 
did  fill  in  these  values  in  red  ink.  The  others  signed  the  cer- 
tificates and  changed  nothing — passed  on  the  duty  to  the  state 
board. 

The  executive  council  had  before  it  these  sale  values,  these 
assessed  values,  and  we  had  also  sent  possibly  2,000  sheets 
to  the  best  informed  real  estate  men,  to  different  farmers 
in  the  counties,  to  bankers,  to  representatives  in  the  legisla- 
ture, in  which  we  said :  Assuming  that  the  value  of  lands  in 
your  county  is  such  a  figure,  what  is  your  judgment  as  to 
the  value  of  the  land  in  the  counties  on  the  four  sides  of 
the  county?  (naming  them).  Thus  we  got  the  judgment  of 
those  men  as  to  the  relative  values  of  at  least  five  counties. 
Three  years  ago  our  executive  council,  which  is  an  ex-officio 
body,  undertook   to  adjust  these   values  and  increased  the 
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lands;  one  county,  I  recollect,  went  up  85  per  cent.  The 
majority  of  them  went  up  50  per  cent,  and  the  total  increase 
on  the  lands  alone  was  about  $830,000,000  at  that  one  time. 
It  was  a  pretty  nervy  proposition  and  the  governor  had  to 
make  a  fight  that  was  a  real  fight  for  his  official  life,  hut  he 
won,  going  right  to  the  people  and  meeting  them  squarely  in 
the  face. 

Mr.  A.  M.  Sakolski,  of  New  York:  Are  any  real  estate 
sales  active  in  Iowa ;  that  is,  is  there  continuous  exchange  ? 

Mr.  A.  H.  Davison  :  We  have  a  good  many  sales  of  land 
in  Iowa. 

Mr.  A.  M.  Sakolski  :  I  think  it  would  be  very  much  differ- 
ent in  New  York  or  New  England,  much  more  difficult  to  base 
your  valuations  and  equalizations  on  real  estate  transactions 
or  sales,  because  you  do  not  have  many  of  them.  You  cannot 
do  it. 

Mr.  George  G.  Tunell,  of  Illinois:  I  hope  that  we  are 
moving  in  the  direction  where  the  state  board  of  equalization 
will  not  have  any  very  heavy  duties  imposed  upon  it,  or  find 
that  there  is  much  to  do  when  the  rolls  are  sent  up  to  the 
state  capitol.  With  a  state  tax  commission  having  power  to 
change  individual  assessments — I  mean  the  assessment  of  in- 
dividual pieces  of  property  —  either  by  ordering  the  county 
assessor  to  make  a  change  or  by  making  the  change  when  the 
rolls  come  up  to  the  state  capitol,  I  think  we  are  moving  in 
the  direction  where  we  will  find  the  rolls  when  they  reach  the 
state  capitol  about  as  they  should  be.  If  Mr.  Zander,  or  Mr. 
Campbell,  or  Mr.  Howe,  of  Arizona,  were  here,  he  would  tell 
you  what  is  being  done  in  Arizona.  The  work  of  the  state 
board  of  equalization  is  very  light  because  the  state  tax  com- 
mission, which  is  also  the  state  board  of  equalization,  has  the 
power  to  make  itself  felt  to  the  extreme  boundaries  of  the 
state.  It  has  given  the  county  assessors  to  understand  what 
is  expected  of  them.  In  years  past  the  rolls  have  been  raised, 
certain  rolls  more  than  others.     Certain  pieces  of  property 
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have  been  raised  in  certain  counties.  And  now,  before  the 
assessment  work  begins,  if  the  state  tax  commission  desires 
changes,  it  intimates  pretty  strongly  what  it  expects  of  the 
assessor  and  he  has  responded.  This  year  the  board  found  it 
necessary  to  change  in  any  important  respect  the  assessment 
of  the  county  of  Maricopa  only.  The  assessor  of  Maricopa, 
and  I  think  he  had  the  support  of  many  of  the  people  of  the 
county,  thought  that  the  irrigated  lands  of  Maricopa  were 
overassessed  and  the  assessment  of  those  lands  was  reduced 
about  $7,000,000.  The  state  tax  commission  put  the  assess- 
ment back  practically  to  where  it  was  last  year. 

Mr.  A.  C.  Girdwood,  of  Maryland :  When  the  last  word  is 
said  on  this  subject,  the  conclusion  is  inevitable  that  contri- 
butions to  the  state  tax  are  paid  by  the  individual.  I  am  a 
firm  believer  in  the  equalization  of  value  between  individual 
assessments.  The  proposed  method  is  predicated  on  the 
theory  that  all  property  in  the  county  is  equalized  and  that 
the  property  of  everyone  is  assessed  on  the  same  basis — either 
full  or  fractional  —  as  his  neighbor's.  Comparison  of  indi- 
vidual assessments  in  the  counties  of  my  state  shows  that 
they  are  grossly  unequal,  and  that  is  true  of  nearly  all  states. 
Sales  within  some  counties  are  quite  numerous ;  in  other 
counties  quite  infrequent.  Sales  value  alone  is  not  the  only 
means  that  should  be  taken  into  account  in  the  determination 
of  value  for  purposes  of  taxation.  All  the  elements  creating 
value  must  be  taken  into  consideration  when  the  central  board 
has  before  it  the  assessed  value  of  that  county  in  the  deter- 
mination of  the  apportionment  for  state  tax.  Too  much  reli- 
ance is  apt  to  be  given  to  the  sales  value  alone  as  indicating 
the  value  under  this  method.  Assume  that  the  state  tax  to  be 
levied  is  $2,500,000.  In  some  counties  the  contribution  of  the 
state  tax  would  amount  to  $100,000;  in  other  counties  the 
contribution  would  amount  to  $50,000.  The  proposed  plan 
of  the  apportionment  of  the  state  tax,  as  I  say,  is  faulty  be- 
cause it  fails  to  take  into  consideration  individual  assessments, 
and  assumes  that  all  property  within  the  unit  is  assessed 
alike,  and  we  know  differently. 

The  proposed  plan  to  eliminate  personal  property  in  arriv- 
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ing  at  the  aggregate  valuation  upon  which  the  state  tax  is  to 
be  levied  is  extremely  vicious,  because  some  communities  have 
an  aggregate  valuation  of  40  per  cent  on  personal  property; 
40  per  cent  of  the  whole  assessment  is  personal  property. 
Eliminate  from  consideration  in  arriving  at  the  aggregate  the 
40  per  cent  personal  property  assessment  and  put  an  equalized 
value  on  the  real  estate  of  that  community  and  you  are  work- 
ing a  hardship  on  every  owner  of  real  estate.  In  the  states  of 
the  east,  with  the  notable  exception  of  New  York,  personal 
property  is  a  large  aggregate  part  of  the  assessment.  In  this 
connection  bear  in  mind  that,  if  personal  property  is  assessed, 
while  it  may  be  assumed  that  the  real  and  personal  will  be 
assessed  at  the  same  percentage,  yet  in  the  application  there 
will  be  vast  discrepancies. 

The  purpose  of  the  creation  of  the  state  tax  commission  was 
to  give  the  state  tax  commission  the  power  to  equalize  not 
between  counties  alone  but  to  equalize  between  the  individuals 
also.  An  individual  should  be  required  to  pay  taxes — it  does 
not  make  any  difference  whether  you  call  them  state  taxes  or 
county  taxes — exactly  as  his  neighbor  pays.  The  local  assess- 
ing body  is  entitled  to  all  the  information  concerning  value 
that  the  state  tax  commission  or  the  equalization  board  is  able 
to  obtain.  Why,  therefore,  have  an  independent  body  gather- 
ing data  for  the  purpose  of  determining  equalized  value  and 
withhold  that  same  information  from  the  assessor  or  local 
assessing  body?  All  the  information  obtained  by  one  body 
should  be  at  the  disposal  on  demand  of  all  assessing  agencies. 
If  the  state  tax  commission  or  the  central  board,  called  the 
equalizing  board,  determines  that  the  assessed  valuation  is  67 
per  cent,  it  tends  to  efficiency  that  all  the  information  that 
board  has  should  reach  the  hands  of  the  local  assessor.  Sup- 
pose the  United  States  government,  after  an  experience  of 
years,  says  that  the  federal  income  tax  produces  $100,000,000. 
The  portion  of  income  tax  paid  by  the  state  of  New  York  is 
$42,000,000.  After  the  series  of  years  the  increase  amounts 
to  five  per  cent.  We  will  say  to  the  state  of  New  York  that 
the  contribution  for  the  state  is  42  per  cent,  plus  five  per  cent 
for  this  year.  It  is  a  short  cut.  Where  we  take  the  short  cuts 
to  apportionment  of  the  state  tax.  let  us  not  get  away  from 
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the  idea  that  we  are  all  contributors  to  the  government,  and 
in  paying  our  contributions  to  the  government  we  must  pay 
taxes  on  our  worth ;  and  in  paying  our  contribution  to  the 
government  do  not  let  us  assume  that  everyone's  property  is 
assessed  like  the  adjoining  property  until  the  evidence  has 
shown  that  the  assessment  is  alike.  I  believe  the  state  tax 
commission's  power  should  be  broadened  in  order  to  correct 
an  individual  assessment  when  such  is  wrong. 

Mr.  A.  H.  Davison  :  Eegarding  the  undertaking  to  adjust 
the  values  of  property  other  than  real  estate.  Our  board,  of 
course,  has  authority  under  the  wording  of  the  statute  to 
adjust  values  for  all  classes  of  property.  We  have  lacked  in- 
formation as  to  some  classes  of  personal  property.  "We  have 
undertaken  for  several  years  to  adjust  the  values  of  live-stock 
in  Iowa.  For  instance,  during  the  recent  meeting  in  July  we 
raised  in  the  aggregate  the  live-stock  of  the  state  something 
over  $30,000,000  by  doing  this :  we  simply  placed  a  minimum 
upon,  say,  colts  one  year  old,  colts  two  years  old,  horses,  mules, 
heifers  of  different  ages,  all  the  different  kinds  of  live-stock. 
To  any  county  falling  below  the  average  value  for  the  ani- 
mals of  those  classes,  at  less  than  that  minimum,  we  certified 
an  increased  rate  to  be  added  to  all  the  animals  of  that  class 
in  the  county,  and  in  so  certifying  the  increase  we  increased 
live-stock  something  over  $30,000,000.  This  particular  year 
we  certified  changes,  I  think,  on  three-quarters  of  all  the  items 
of  live-stock  in  all  the  counties  of  the  state.  Of  course,  this 
makes  an  immense  work  for  our  county  auditors  in  making 
the  tax  lists,  but  we  have  done  this  and  we  propose  to  con- 
tinue it  until  the  county  auditors  will  see  that  the  assessors, 
who  are,  in  a  way,  under  them,  do  undertake  to  comply  with 
the  requirements  of  the  law  that  this  property  be  listed  at  the 
market  value.  This  is  the  second  time  Ave  have  made  that 
kind  of  adjustment. 

There  are  some  kinds  of  personal  property  which  we  have 
not  undertaken  to  adjust  between  the  counties,  on  account  of 
lack  of  information.  For  instance,  stocks  of  merchandise. 
We  know  that  merchandise  is  grossly  undervalued  in  our 
state.     We  propose,  if  possible,  to  gather  information  upon 
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that  subject  so  that  we  can  do  something  at  our  next  session. 
There  may  be  one  or  two  other  classes  of  personal  property 
which  we  shall  follow  up  in  a  similar  manner.  Otherwise  than 
that,  at  present  we  do  not  see  how  we  can  do  much  more  in 
the  matter  of  adjusting. 

Prof.  T.  S.  Adams  :  Mr.  Chairman,  it  is  evident  from  the 
discussion  that  there  are  two  types  of  equalization.  In  one 
the  state  government  merely  attempts  to  ascertain  the  rela- 
tive valuations  of  districts  and  to  distribute  the  state  tax  in 
accordance  with  the  true  or  correct  valuations  of  those  dis- 
tricts, paying  no  attention  to  the  individual  assessments.  For 
instance,  in  Wisconsin — as  in  the  state  of  New  York,  substan- 
tially— very  careful  estimates  are  made  of  the  true  value  of 
property  in  the  different  counties,  the  state  tax  is  divided  on 
that  basis,  and  the  proper  amounts  certified  to  the  counties 
for  collection.  That  obviously  is  absolutely  different  from  the 
system  of  correcting  or  changing  individual  items  in  the  orig- 
inal assessment.  Now,  the  first  thing  to  be  done  is  to  disen- 
cumber our  minds  of  details,  and  to  come  to  some  conclusion 
about  the  comparative  merits  of  these  two  large  systems. 

I  think  everybody  is  inclined  to  agree  that,  if  it  could  be 
done,  the  ideal  thing  would  be  to  get  the  individual  assess- 
ments right,  and  that  the  ideal  state  equalization  would  be 
one  in  which  the  long  arm  of  the  state  penetrated  down  to 
the  local  district,  the  school  district  and  the  drainage  district, 
and  fixed  properly  the  valuations  of  the  smallest  parcels  of 
local  property  for  all  taxes.  There  are  a  number  of  states 
now  that  attempt  to  do  this,  and  the  question  I  want  to  ask 
is :  is  such  a  scheme  even  remotely  possible  in  a  big  state  ?  It 
is  done,  as  I  understand,  in  Arizona  with  considerable  suc- 
cess. But  is  it  done  in  any  well-developed  state  with  any- 
thing approaching  success? 

Mr.  A.  E.  James:  Mr.  Chairman,  I  have  observed  the  New 
Mexico  board,  which  has  been  in  operation  for  two  years, 
attempting  both  to  put  horizontal  increases  on  classes  of  prop- 
erty and  also  attempting  to  reach  down  and  put  a  specific 
increase  upon  John  Jones'  property.     That  commission  has 
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an  appropriation  of  $15,000  with  which  to  do  the  work.  It 
has  worked  very  carefully,  its  membership  is  capable ;  but  I 
feel  very  certain  that  the  whole  job  is  an  atrocious  failure. 
For  instance,  they  classified  lands.  They  say,  we  have  graz- 
ing lands,  coal  lands,  agricultural  lands,  and  irrigated  lands, 
and  we  will  put  a  three  dollar  unit  upon  grazing  lands. 
That  may  be  anything  from  a  mountain  side  that  is  not  worth 
a  dollar  a  thousand  acres  up  to  land  which  has  almost  a  suffi- 
cient rainfall  and  lies  well  enough  to  fall  into  the  agricultural 
class.  As  a  result,  they  have  a  lot  of  kicks  from  fellows  who 
talk  about  putting  three  dollars  on  the  sand  arroyo  bottoms, 
but  they  do  not  get  any  kicks  from  the  fellows  who  are  grow- 
ing hay,  or  almost  reaching  the  alfalfa  stage,  on  their  flat  and 
level  so-called  grazing  lands.  That  information  can  be  gath- 
ered by  a  central  body  to  effect  individual  assessments  is  be- 
yond the  realm  of  any  conceivable  possibility.  They  cannot 
do  it.  In  New  Mexico  there  are  122,000  square  miles  of  terri- 
tory. They  cannot  even  get  a  reasonable  idea  as  to  the  fair 
value  of  the  live-stock  and  things  of  that  sort,  which  are  in- 
finitely easier  than  land  values. 

If  we  are  going  to  have  an  equalization,  it  seems  to  me  that 
the  Wisconsin  system  is  better,  not  only  because  it  ignores  the 
individual  taxpayer,  but  also  because  of  the  revenue  side  of 
the  situation.  In  those  states  which  put  the  increase  upon  the 
individual  item,  the  state  tax  is  extended  as  a  rate  which  is 
uniform  over  the  entire  state.  In  Wisconsin  the  state  starts 
out  with  a  million  dollars  which  it  needs  to  raise,  and  charges 
that  not  upon  the  property,  not  upon  the  individual,  but  upon 
the  county,  and  the  county  must  pay  its  complete  contribution. 
In  New  Mexico  the  county  pays  to  the  state  its  part  of  the 
state  tax  extended  at  3.95  mills,  actually  collected.  The  col- 
lections vary  from  96  to  55  per  cent  of  the  tax  extended.  So 
we  have  two  problems  of  equalization,  the  problem  of  equal- 
izing the  valuation  and  then  the  problem  of  getting  the  county 
to  pay  the  tax  which  it  does  not  collect. 

Chairman  Andrews  :   Mr.  James  has  said  in  substance,  as 
I  understand  it,  that  according  to  his  observation  New  Mexico 
has  not  succeeded  by  its  methods  of  equalization  in  getting 
16 
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individual  pieces  of  property  adequately  assessed  according' 
to  law.     There  is  one  answer  to  Mr.  Adams'  question. 

Mr.  Charles  J.  Tobin,  of  New  York :  I  want  to  correct  an 
impression  of  Mr.  Adams.  He  advanced  here  the  supposition, 
or  fact,  that  New  York  only  equalized  the  valuations  of  coun- 
ties. The  state  tax  commission  of  New  York  has  greater 
powers  than  that.  It  has  the  power  to  upset  the  equalization 
of  towns  within  the  county.  If  the  towns  are  not  being  as- 
sessed up  to  where  they  should  be  they  can  send  them  back 
and  make  them  do  the  job  over,  so  that  New  York  goes  fur- 
ther than  the  county.  They  go  into  each  town  and  equalize 
for  the  town. 

Mr.  George  G.  Tunell:  I  would  like  to  say  a  word  in 
regard  to  what  Mr.  James  has  said  and  in  answer  perhaps  to 
Mr.  Adams'  question.  In  New  Mexico  we  have  a  somewhat 
undeveloped  situation.  I  hardly  think  that  Mr.  James  would 
expect  very  big  results  in  view  of  the  legal  limitations  on  the 
activities  of  the  board.  It  was  not  intended  by  the  framers 
of  the  New  Mexico  law  that  the  board  should  function  effec- 
tively. The  board  can  only  remain  in  session  for  ten  days  at 
a  sitting  and  for  ninety  days  in  a  year.  It  is  composed  of 
business  men — and  I  want  to  say  very  fine  men ;  I  have  a 
very  high  esteem  for  every  member  of  the  board  and  I  think 
every  member  is  earnestly  striving  to  perform  his  full  duty ; 
but  tiny  are  business  men.  men  whose  first  interest  is  devoted 
to  their  business.  They  have  four  regular  meetings  a  year. 
Under  the  terms  of  the  law,  they  arc  only  permitted  to  sit  ten 
days.  Ten  days  are  hardly  sufficient  to  do  the  routine  work. 
Not  much  could  be  expected  of  them  at  the  present  time.  I 
do  not  consider  New  Mexico  a  fair  illustration  of  the  proposi- 
tion. I  wonder  if  Mr.  Adams'  question  cannot  be  answered 
in  some  substantial  measure  from  the  experience  of  Wisconsin. 

Perhaps  I  should  have  explained  a  little  more  fully  than  I 
did  what  I  meant  when  I  stated  That  the  central  authority 
should  be  able  to  make  itself  felt  to  the  bonndaries  of  the 
state.  In  a  state  like  Arizona  it  is  possible,  operating  directly, 
for  the  board  to  make  itself  felt.     I  think  if  that  board  were 
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sitting  all  the  year  round  in  New  Mexico  it  would  be  possible 
for  it  to  get  pretty  closely  in  touch  with  the  situation.  In  a 
state  like  Wisconsin,  or  in  some  of  the  eastern  states,  prob- 
ably it  would  have  to  be  done  through  assessors  appointed  by 
the  central  authority.  I  know  that  proposition  is  objection- 
able to  many  people,  but  I  think  we  are  moving  in  that  direc- 
tion. And  as  for  Wisconsin,  although  it  has  been  some  years 
since  I  have  been  closely  in  touch  with  the  situation  in  Wis- 
consin, I  think  that  Wisconsin  is  moving — has  moved — in  that 
direction  and  that  today  the  county  assessment  rolls,  when 
they  reach  Madison,  represent  substantially  what  the  tax 
commission  has  in  mind  that  the  values  of  the  respective 
counties  should  be.  The  tax  commission  has  been  able  to  make 
itself  felt  in  the  county  and  gets  from  the  county  assessor 
and  from  the  county  board  of  equalization  substantially  what 
it  should  have. 

Mr.  John  B.  Phillips:  In  answer  to  Professor  Adams' 
question,  I  should  like  to  say  a  word  regarding  the  experience 
of  Colorado.  We  have  a  system  there;  as  I  have  explained, 
of  making  a  horizontal  increase  on  the  locally  assessed  prop- 
erty, item  by  item,  such  a  per  cent.  We  did  this  for  the  first 
time  in  the  year  1913.  It  was  necessary  that  year,  in  order 
to  get  several  counties  up  to  full  cash  value,  to  increase  them 
100  per  cent  and  over.  We  did  that  and  they  have  remained 
there  ever  since.  The  practical  effects  of  this  are  bad.  One 
of  the  fundamental  principles  of  any  financial  system  is  to 
have  it  work  smoothly  without  incurring  a  great  deal  of  fric- 
tion. And,  while  it  is  perfectly  true,  as  has  been  pointed  out, 
that  a  horizontal  increase  will  show  every  one  at  once  whether 
his  property  is  assessed  above  or  at  full  cash  value,  and  will, 
therefore,  result  in  a  proper  valuation  the  next  year,  and  all 
of  that,  nevertheless  I  regard  that  idea  as  largely  Utopian.  It 
may  work  out  in  the  progress  of  years,  but  the  friction  is  so 
great  that  you  are  in  danger  of  getting  the  whole  system 
upset  before  you  get  that  Utopian  ideal  realized.  Our  ex- 
perience is  that.  w7ith  the  appropriation  which  we  get,  namely, 
$20,000  a  year,  it  is  impossible  without  investigators  prac- 
tically to  reassess  the  whole  state,  and,  therefore,  I  regard  the 
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scheme  as  not  a  practical  method  of  making  equalization.  I 
wish  to  say  that  in  the  eastern  states,,  and  particularly  in 
those  states  which  have  a  township  system  of  government  and 
equalize  like  Xew  York,  Michigan,  and  others,  equalization  is 
nothing  but  a  picnic  compared  to  what  we  have.  I  worked 
in  the  assessor's  office  in  the  state  of  Michigan — the  township 
assessor's  —  for  seven  years  and  made  the  assessment  rolls, 
when  my  father  was  the  assessor.  Do  you  suppose  there  was 
ever  the  slightest  friction  in  the  world  about  equalization? 
Never,  not  a  bit.  My  father  sometimes  had  a  row  or  two 
with  the  boards  of  supervisors,  but  the  people  knew  nothing 
of  it  and  paid  their  taxes.  They  did  not  know  whether  the 
township  had  been  raised  or  lowered.  The  state  board  of 
equalization  met  during  that  period  —  they  were  equalizing 
every  five  years  then — and  raised  the  county  $2,500,000.  My 
father  knew  about  it  at  the  time  and  he  said,  ''Don't  say  any- 
thing," and  we  put  on  the  raise  by  varying  the  rate  for  the 
state  tax  as  the  law  required.  In  Colorado  it  is  different. 
There  counties  are  raised  by  raising  items,  and  everybody 
knows  it.  In  1913  we  raised  one  of  the  counties  about  94  per 
cent.  A  man  from  that  county  was  in  the  office  the  other  day. 
I  said,  "How  is  the  sentiment  out  there?"  He  said.  "Every 
man  in  that  county  is  against  the  tax  commission."  "How 
is  that?"  "Because,"  he  said,  "in  1913  you  doubled  the 
value."  I  said,  "It  is  not  high  enough  yet."  He  said.  •'No." 
He  was  one  of  the  county  commissioners.  "No,  it  is  not  high 
enough,  hardly,  but  the  people  think  the  men  in  the  state 
house  should  not  go  to  work  and  double  these  valuations." 

Mr.  Oscar  Leser  :  Mr.  Phillips  said  "item  by  item."  Do 
you  not  mean  class  by  class? 

Mr.  John  B.  Phillips  :  Xo.  the  law  distinctly  says  that 
when  we  make  an  order  of  an  amount  to  be  placed  on  a  county 
we  shall  go  through  and  add  that  to  each  item  on  the  roll. 
That  is  the  way  the  equalization  was  made  in  1913  and  in 
1914.  Last  >ear  the  new  amendment  was  in  operation,  so 
that  Ave  can  now  equalize  bv  classes. 


BOUND  TABLE  245 

Mr.  Oscar  Leser  :  But  when  you  do  equalize  item  by  item, 
it  is  all  at  a  uniform  per  cent  ? 

Mr.  John  B.  Phillips  :  Exactly. 

Mr.  Oscar  Leser  :  You  do  not  pick  out  individual  prop- 
erties and  attempt  to  adjust  the  assessments  ? 

Prof.  T.  S.  Adams:  I  was  going  to  ask  Mr.  Phillips  this 
question :  would  not  the  theory  of  your  sort  of  equalization 
demand  that  you  should  not  have  horizontal  changes  of  items 
of  property,  but  investigate  each  particular  item  ? 

Mr.  John  B.  Phillips  :   Precisely ;  reassess  the  state. 

Chairman  Andrews  :  Is  there  any  central  authority,  any 
tax  commission  or  board  of  equalization,  which  believes  that 
it  can  within  human  ability  and  time  reassess  a  whole  state  ? 

Prop.  T.  S.  Adams:  We  have  thrashed  around  this  equal- 
ization problem  for  years,  mostly  at  cross  purposes.  I  think 
we  can  all  agree  that  the  principal  thing  is  to  improve  the 
assessment  work.  We  get  back  to  the  realm  of  the  old  topics 
of  what  can  be  done  to  select  proper  assessors,  what  can  be 
done  with  the  reassessment  power,  what  can  be  done  with  the 
power  of  county  re-equalization,  a  power  about  which  Mr. 
Tobin  has  spoken  and  which  exists  in  Wisconsin  and  other 
states  as  well  as  in  New  York.  But  when  the  original  assess- 
ment has  been  perfected  as  far  as  possible,  it  still  remains 
true  that  no  state  board  can  at  the  end  of  an  assessment 
season  sit  within  its  own  chambers  and  accomplish  the  ideal 
equalization,  which  consists  in  taking  all  the  local  assessments 
or  county  assessments  as  made  and  investigating  each  item 
and  putting  it  right.     Such  a  task  is  impossible. 

The  question  that  remains,  to  my  mind,  is  this :  After  you 
have  done  all  you  can  to  improve  assessment  work,  after  you 
have  secured  long  terms  for  assessors,  reassessment  power, 
power  to  re-equalize  counties,  civil  service  selection,  and  all 
the  other  things  required  to  make  good  original  assessments, 
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is  it  not  a  hundred  to  one  chance  that  there  will  remain 
enough  injustice  and  inequality  as  between  county  and  county 
to  make  necessary  the  use  of  these  wholesale  methods,  which 
are  applied  with  such  complete  success  in  Wisconsin — is  there 
not  enough  injustice  and  inequality  as  between  county  and 
county  to  make  the  Wisconsin,  the  New  York,  or  the  Indiana 
type  of  state  equalization  eminently  desirable?  Unquestion- 
ably there  is  need  for  an  equalization  among  counties  as  units, 
and  the  making  of  it  tends  greatly  to  improve  the  character 
of  the  individual  assessment  work.  In  parenthesis  I  wish  to 
say  here  that  I  never  heard  of  any  state  equalizer  who  did 
not  believe  that  the  local  authority  should  have  every  datum 
on  which  he  bases  his  judgment,  but  that  the  difficulty  is  to 
get  the  local  authorities  to  use  such  data.  The  best  thing 
about  a  good  state  equalization  is  its  tendency  to  improve 
local  assessment  work,  by  requiring  the  collection  and  study 
of  local  assessments  by  an  outside  authority.  Finally,  the 
making  of  a  first-class  state  equalization  is  largely  a  question 
of  machinery.  Men's  judgments  do  not  amount  to  much  when 
it  comes  to  the  valuation  of  large  districts.  You  must  bend 
your  energies  to  the  creation  of  a  machine.  The  probl  m  is 
a  problem  of  detail. 

.Mi;.  George  G.  Tunell:  You  are  bringing  pressure  to  bear 
upon  the  local  assessor  throughout  the  year? 

Prof.  T.  S.  Adams:  Yes;  and  it*  any  of  you  are  interested 
in  the  machinery  of  making  an  impersonal,  semi-scientific, 
sound  state  equalization,  you  can  well  afford  to  investigate 
the  details  of  the  Wisconsin  system. 

With  respect  to  the  third  system,  now  in  force  in  Connec- 
ticut, I  want  to  ask  Mr.  Corbin  a  question.  I  understood  him 
to  say  that  the  difficulty  of  the  state  equalization  under  the 
old  system  as  it  existed  in  Connecticut  arose  from  this  fact, 
that  the  rich  districts  were  spending,  on  the  whole,  about  as 
much  as  the  poor  districts.  Because  of  that  fact,  it  was  neces- 
sary for  the  rich  districts  to  assess  at  only  about  one-half  the 
scale  of  values  used  by  assessors  in  the  poorer  districts ;  this 
created  a  condition  in  which  the  richer  districts  were  under- 
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assessed.  Now,  I  understand  him  to  say  that  a  district  equal- 
ization on  the  basis  of  expenditures  is  better.  But  his  illus- 
tration seemed  to  imply  that  the  ricli  and  the  poor  districts 
were  spending  about  the  same  amounts  of  money.  I  want  to 
ask  this  question ;  if  you  have  an  equalization  of  the  state  tax 
on  that  basis,  is  it  not,  with  reference  to  values  in  the  rich 
and  the  poor  districts,  respectively,  imposing  just  half  the 
state  tax  on  the  rich  that  it  does  on  the  poor  ? 

Mr.  William  II.  Corbix  :  I  would  say  that  Dr.  Adams 
makes  his  own  premise.  He  also  makes  a  statement  as  to  the 
wonderful  changes  being  brought  about  in  relative  values.  I 
said  nothing  about  the  amount  raised.  It  is  not  a  question 
of  the  value  of  the  property  of  the  district ;  it  is  a  question  of 
what  that  particular  township  wishes  to  do  in  the  way  of 
proper  taxation  methods.  It  may  be  rich  or  poor,  it  may  be 
large  or  small.  We  have  one  city  which  endeavors  to  value 
property  on  the  statutory  basis.  We  have  several  smaller 
towns  which  make  the  same  effort.  We  have  other  cities  and 
raanjr  small  towns  where  public  sentiment  will  not  uphold 
any  attempt  to  value  property  on  the  statutory  basis.  The 
result  was  and  is  that  those  towns  not  on  the  statutory  basis 
have  an  unequal  basis  of  valuation  between  individual  pieces 
of  property.  They  raise  whatever  money  is  necessary  accord- 
ing to  their  needs  by  their  high  tax  rate  on  their  unequal 
valuations.  Now  it  is  true  that  as  between  one  town  and  an- 
other it  comes  down  to  the  nerve  of  which  Dr.  Phillips  has 
spoken.  Have  you  as  a  board  of  equalization  raised  the  val- 
uations of  any  particular  community  to  the  point  where  they 
ought  to  be  ? 

Prop.  T.  S.  Adams:   They  have  it  in  Wisconsin. 

Mr.  William  H.  Corbin:  In  Wisconsin  it  was  a  case  of 
having  a  law  which  enabled  you  to  supervise  local  assessments. 

Prof.  T.  S.  Adams  :  Long  before  that  came  in,  Mr.  Corbin. 
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Mr.  William  H.  Corbix  :  Hasn't  Wisconsin  authority  to 
supervise  local  assessments? 

Mr.  Nils  P.  Haugen,  of  Wisconsin  :  They  did  not  have  any 
at  the  time  the  first  state  assessment  was  made  by  the  tax 
commission. 

Mr.  William  H.  Corbdj:  You  had  power  to  make  the  local 
assessment. 

Mr.  Nils  P.  Haugen  :   No.  not  at  that  time. 

Mr.  William  H.  Corbix  :  I  will  say  here  that  if  the  state 
of  Connecticut  had  in  a  central  body  the  power  to  supervise 
local  assessors,  I  think  it  would  be  possible  to  approximate  an 
equalization  that  would  stand  opposition,  but  because  it  does 
not  have  that  power  and  has  two  members  of  the  board  of 
equalization  who  are  ex-offieio  members,  being  elective  state 
officers,  I  still  repeat  that  no  board  of  equalization  so  consti- 
tuted would  ever  stand  up  against  the  wholesale  opposition 
of  a  community  where  they  attempted  to  put  on  100  per  cent 

Prof.  T.  S.  Adams:   T  agree  with  you. 

Mr.  William  II.  Corbln  :  In  place  of  that  the  apportion- 
ment of  this  $1,750,000  works  out  better  than  under  the  old 
system  where  it  was  impossible  for  us  to  determine  just  what 
amount  should  be  added. 

.Mr.  Thomas  E.  Lyoxs.  of  Wisconsin:  The  underassess  d 
district  still  pays  less  than  its  proportion  of  the  state  tax. 

Mr.  William  H.  Corbix:  I  do  not  think  so.  because  the 
underassessed  district  has  to  raise  approximately  the  same 
amount  of  money  by  a  higher  tax  rate  on  a  lower  basis  of 
valuation,  and  the  total  taxes  that  this  underassessed  district 
raises  approximate  the  total  of  taxes  which  the  similar  higher 
assessed  district  raises,  only  the  rate  is  lower  in  one  aud 
higher  in  another,  so  that  state  tax  would  be  comparatively  the 
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same.    The  state  has  nothing  to  do  with  the  local  rate,  which 
varies  from  $6.00  to  $25  per  $1,000. 

Mr.  Thomas  E.  Lyons  :    I  do  not  now  understand  exactly 
what  your  position  is.     You  did  say  that  the  underassess 
district  was  not  raised  to  the  level  of  the  higher  assessed  dis- 
trict and  that  the  state  tax  was  distributed  on  that  basis. 

Mr.  William  H.  Corbin:  The  state  tax  is  distributed  to 
the  towns  in  relation  to  no  local  assessment  or  tax  rate  what- 
ever. It  is  apportioned  to  the  town  under  the  present  law  on 
the  basis  of  the  total  taxes  which  have  been  raised  in  that 
town  as  compared  with  the  total  taxes  raised  in  all  the  towns 
of  the  state.  It  may  be  a  high  rate  on  a  low  basis,  or  a  low- 
rate  on  a  high  basis. 

Mr.  Thomas  E.  Lyons:  It  is  still  subject  to  the  uniformity 
principle,  which  J  will  not  stop  to  discuss. 

Mr.  Nils  P.  Haugen:  As  I  understand  it,  in  the  Connec- 
ticut system  as  explained  by  Mr.  Corbin  the  state  tax  is 
charged  up  to  the  different  local  units  in  proportion  to  the 
tax  levied  locally,  so  that  a  local  community  that  has  an  ex- 
cessive burden  to  bear  has  piled  upon  it  an  unusual  or  unjust 
share  of  the  state  tax  also.  Does  it  not  amount  to  that?  That 
is  the  way  I  understand  your  situation. 

Now  as  to  the  Wisconsin  situation :  for  many  years,  until 
the  tax  commission  was  created,  the  duty  of  ecpializing  between 
different  counties  was  imposed  upon  three  elective  state  offi- 
cers, state  treasurer,  secretary  of  state,  and  attorney  general. 
We  have  had  in  Wisconsin  since  1884  the  mill  tax  which, 
until  about  ten  years  ago,  levied  one  mill  on  each  dollar  of 
valuation  as  fixed  by  the  state  board  of  assessment  on  each 
county.  Those  elective  state  officers  kept  the  total  valuation 
of  the  state  down  year  after  year  to  about  $630,000,000.  A 
temporary  tax  commission  was  created  under  an  act  passed 
in  1897.  That  commission  made  an  investigation  of  the  true 
value  of  the  property  of  the  state ;  and,  by  the  way,  the  state 
board  of  assessment  as  constituted  before  that  time  was  re- 
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quired  by  law  to  fix  the  true  value  upon  each  county,  just  as 
the  law  stands  now,  but  they  had  not  materially  changed  the 
valuation  for  many  years  before.  Mr.  Kennan,  who  is  here, 
was  a  member  of  that  temporary  commission.  That  commis- 
sion reported  that  the  true  value  of  the  taxable  property  of 
the  state  as  it  stood  at  that  time  was  in  the  neighborhood  of 
$1,300,000,000.  In  1901  the  permanent  tax  commission  had 
been  created,  practically  as  it  stands  today.  It  was  appointed 
at  that  time  for  ten  years,  and  the  duty  of  making  the  state 
assessment  was  transferred  from  the  elective  officers  to  these 
appointive  officials.  We  took  the  matter  up  immediately  and, 
while  there  was  some  contest  as  to  whether  we  should  assess  at 
a  percentage  of  true  value  or  follow  the  law  literally,  we  de- 
termined, or  the  majority  of  us  did,  that  we  should  follow  the 
law,  and  we  assessed  every  county  in  the  state  at  what  we 
found  to  be  the  true  value  of  the  taxable  property  of  that 
county.  The  commission  had  no  direct  authority  over  the 
local  assessors.  We  found  the  valuations  independently  and 
placed  our  valuation  upon  each  county  in  the  state.  We  found 
one  county  where  the  average  of  the  local  assessments  of  the 
county  was  only  about  20  per  cent  of  the  true  value,  so  that 
we  multiplied  the  valuation  of  that  county  as  fixed  by  the 
local  assessors  practically  by  five.  We  found  another  county 
assessed  according  to  sales'  tests  at  about  92  per  cent  of  true 
value,  so  we  increased  that  to  100  per  cent.  We  increased 
every  county  in  the  state  to  100  per  cent  and  fixed  the  valua- 
tion of  the  state,  which  formerly  for  years  had  stood  at  $630,- 
000,000,  at  between  $1,300,000,000  and  $1,400,000,000.  We 
have  pursued  the  same  course  ever  since,  and  in  our  last  state 
assessment  the  true  value  of  all  property  of  the  state  as  fixed 
by  the  tax  commission  was  a  little  over  $3,300,000,000.  Now, 
we  have  in  that  way  increased  this  mill  tax  for  school  pur- 
poses immensely,  although  the  rate  was  reduced  from  one  mill, 
as  it  stood  in  1901,  to  seven-tenths  of  a  mill.  We  assess  the 
counties  now  for  common  school  purposes  something  over 
$2,300,000.  That  tax  is  distributed  back  to  the  different  com- 
munities on  school  population. 

Since  that  time,  however,  the  power  has  been  given  to  the 
tax  commission  to  order  reassessments  in  particular  assess- 
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ment  districts,  upon  complaint  made  to  it.  where  it  is  found 
that  the  assessment  is  not  in  substantial  compliance  with  law 
and  that  the  interests  of  the  public  will  be  promoted  by  a  re- 
assessment. That  power  we  have  exercised  quite  freely  and  it 
has  helped  the  commission,  more  than  any  other  power  that 
has  been  given  to  it,  to  impress  upon  the  local  assessors  the 
necessity  of  putting  propertjr  at  its  true  value,  because  the 
reassessment  when  made  is  made  at  the  expense  of  the  dis- 
trict. We  have  the  same  system  of  equalizing  between  differ- 
ent assessment  districts  within  the  county  that  we  exerc 
with  reference  to  the  state.  That  power  is  given  to  the  county 
board,  which  is  constituted  by  a  membership  composed  of  the 
chairman  of  each  township  and  supervisor  from  each  ward  in 
a  city — quite  large  bodies  in  some  counties.  Those  bodies 
have,  in  the  main,  of  late  years  accepted  our  valuation  as  to 
real  estate.  "We  have  also,  since  the  income  tax  law  took 
effect,  had  the  benefit  of  appointing  income  tax  assessors  who 
serve  as  county  supervisors  of  assessment.  That  is  probably 
what  Mr.  Corbin  had  reference  to.  Those  men  are  appointed 
by  us.  We  call  them  assessors  of  incomes,  but  they  have 
supervision  over  the  local  assessors.  Only  supervisory  power, 
however.  They  cannot  change  arbitrarily  specific  valuations 
within  the  district;  but,  in  the  main,  the  county  boards  have 
accepted  their  valuations,  practically  the  state  tax  commis- 
sion's valuation  as  to  real  estate,  and  their  valuations  as  to 
personal  property  in  each  assessment  district  within  the 
county,  so  that  the  co-operation  between  the  state  tax  com- 
mission and  these  assessors  of  incomes  that  we  have  appointed 
under  civil  service  rules  has  resulted  in  greater  equality  than 
we  ever  hoped  to  have  between  the  different  assessment  dis- 
tricts within  the  county ;  and  also  between  the  different  coun- 
ties in  the  state,  because  they  have  assisted  us  in  getting  the 
value  of  the  personal  property.  And  I  may  add  that,  since 
the  income  tax  law  took  effect,  these  assessors  of  incomes  have 
had  inventories  of  all  the  mercantile  and  manufacturing  estab- 
lishments in  the  state,  which  has  aided  them  very  materially 
in  arriving  at  the  true  value  of  personal  property  within  their 
districts.  They  have  made  inspections  of  a  great  deal  of  per- 
sonal property.     They  make  inspections  of  farm  animals  to 
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ascertain  how  the  assessors  in  the  respective  districts  assess 
that  class  of  property.  So  they  have  been  able  to  equalize  in 
that  respect.  Now,  I  say  that  their  reports  to  the  county 
boards  are  as  a  rule  accepted  by  the  county  board,  and,  while 
the  county  board  may  to  some  extent  change  valuations,  in 
the  main  their  reports  are  accepted,  especially  as  to  the  ratio 
of  each  district  to  the  county  total. 

Mr.  Oscar  Leser:  I  want  to  ask  Mr.  Haugen  to  explain  a 
little.  When  you  say  that  you  raise  a  county  from  92  to  100 
per  cent,  you  mean  you  raise  the  county  as  a  whole  ? 

Mr.  Nils  P.  Haugen:   Yes. 

Mr.  Oscar  Leser:  Not  as  individual  assessments? 

Mr.  Nils  P.  Haugen  :  No. 

Mr.  Oscar  Leser  :  For  the  purpose  of  apportioning  the 
state  tax? 

Mr.  Nils  P.  Haugen  :  For  the  purpose  of  apportioning  the 
state  tax. 

Mr.  William  H.  Corbin  :  I  understand  from  what  Mr. 
Haugen  has  outlined  that  his  board  did  have  power  to  make 
an  independent  valuation  to  determine  what  the  actual  valua- 
tion of  the  property  was  throughout  the  state. 

Mr.  Nils  P.  Haugen  :   Yes. 

Mr.  William  11.  Corbin  :  If  our  board  had  had  that  power 
and  had  it  now.  we  could  possibly  have  done  what  you  did. 

Mr.  John  B.  Phillips  :  I  want  to  ask  Mr.  Haugen  this — I 
think  it  has  been  partially  answered:  When  this  equalization 
was  made  before  the  power  of  reassessment  was  given  to  the 
tax  commission,  the  individual  items  on  the  local  assessment 
roll  were  never  tampered  with  ? 
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Mr.  Nils  P.  Haugen:  No;  they  are  not  now  unless  there  is 
a  reassessment. 

Mr.  John  B.  Phillips  :  You  made  a  separate  valuation  of 
the  state,  determined  a  millage  tax,  and  then  apportioned 
that? 

Mr.  Nils  P.  Haugen  :  In  the  state  assessment  the  county  is 
treated  as  a  unit;  in  the  county  apportionment  the  towns, 
cities,  and  villages  are  the  units.  What  we  call  towns  are  the 
country  districts. 

Mr.  John  B.  Phillips:  The  point  I  want  to  bring  out  is 
this :  the  friction  in  our  state  of  which  I  spoke  was  not  caused 
by  your  method. 

Mr.  George  G.  Tunell  :  I  wish  to  make  one  statement.  I 
never  intended  to  imply  in  what  I  said  that  a  central  authority 
should  attempt  to  reassess  the  whole  property  of  a  state.  The 
right,  and  power,  and  authority  to  reassess  individual  pieces 
of  property  is  sufficient  in  itself  to  bring  about  a  good  measure 
of  reform,  and  in  Arizona  the  tax  commission  does  not  attempt 
to  reassess  all  the  property  of  the  state ;  but  it  does  order  the 
correction  of  glaring  inequalities.  And  the  correction  of  glar- 
ing inequalities  in  its  turn  has  a  tendency  to  improve  the 
whole  assessment  of  the  county.  Mr.  Haugen  stated  that  at 
the  beginning  they  found  an  underassessment  in  one  county 
of  80  per  cent;  in  other  words,  that  the  county  was  assessed 
at  one-fifth  of  what  it  should  have  been  assessed.  I  should 
like  to  know  by  what  percentage  the  state  tax  commission  of 
Wisconsin  found  it  necessary  in  the  year  1916  to  increase 
any  count}'. 

Mr.  Nils  P.  Haugen  :  The  counties  assessed  lowest  in  1915 
were  assessed  at  approximately  60  per  cent.  The  average  of 
the  state  today  stands  at  82  and  a  fraction  per  cent. 

Mr.  George  G.  Tunell  :  The  pressure  they  have  been  able 
to  bring  about  through  the  years  has  resulted  in  a  very  sub- 
stantial improvement  of  the  assessment. 
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Mr.  Nils  P.  Haugen:  The  city  of  Milwaukee  some  years 
ago  took  up  this  question  of  a  full  value  assessment.  Their 
assessors  are  appointed  under  civil  service  rules  and  have 
sufficient  time  and  pay  to  do  good  work,  and  they  have  had 
some  very  good  assessments.  They  raised  the  assessment  in 
the  city  of  Milwaukee,  as  I  remember  —  that  is  where  Mr. 
Kennan  lives — from  about  56  to  57  per  cent  of  true  value  to 
almost  true  value  in  one  year.  They  reduced  the  tax  rate 
from  some  27  or  28  mills  in  one  year  to  about  17  mills  the 
next  year  by  making  that  good  assessment.  I  think  that  is 
approximately  correct.  This  has  assisted  us  very  much  in 
other  parts  of  the  state,  because  people  will  ask  how  they  are 
assessing  in  Milwaukee. 

Mr.  A.  E.  Holcomb  :  I  wonder  whether  that  improvement 
was  not  brought  about  by  the  power  of  reassessment,  and  the 
power  to  equalize  had  nothing  to  do  with  the  improvement. 

Mr.  Nils  P.  Haugen  :  We  made  four  or  five  state  assess- 
ments before  we  had  the  power  to  reassess.  The  power  was 
granted  to  us  in  1905,  but  some  question  was  raised  as  to  its 
constitutionality  and  it  was  two  or  three  years  later  before 
we  really  began  to  exercise  that  power. 

Mr.  A.  E.  Holcomb  :  What  possible  effect  could  the  power- 
to  equalize  have  on  local  assessments  .' 

Mr.  Nils  P.  Haugen  :  As  to  the  equalization  between  in- 
dividuals, it  had  no  effect.  But  we  had  found  this,  that 
where  there  is  very  great  underassessment  the  inequalities  are 
much  larger  than  where  the  assessments  are  approximately  at 
full  value.  And  we  have  today  districts  in  the  state  of  AVis- 
consin  that  are  assessed  up  to  full  value,  and  even  higher  than 
our  value,  as  indicated  by  our  methods  of  ascertaining  value. 
But  in  ascertaining  the  value  of  real  estate  the  tax  commis- 
sion in  Wisconsin  has  used  a  five  years'  average.  That  makes 
our  valuations  more  stable,  fluctuating  very  little,  and  if  a 
local  assessor  on  a  rising  market  should  assess  at  true  value 
today  he  would  be  higher  than  we  are.  and  in  some  cases  that 
is  true. 
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Chairman  Andrews:  Perhaps  the  chair  might  insert  a 
very  brief  statement  as  to  what  has  happened  in  Massachu- 
setts, which  is  in  part  an  answer  to  Mr.  Holcomb's  question. 
In  whatever  equalization  the  tax  commissioner  does,  he  deals 
only  with  the  municipality,  not  with  the  individual  piece  of 
property,  not  with  the  county.  He  says  in  substance  to  the 
municipality  this:  "You  find  by  your  assessment  a  total  of 
$20,000,000  of  property  in  your  municipality.  I  find  $30,- 
000,000.  I  am  going  to  put  you  in  at  $30,000,000  for  the 
purpose  of  determining  what  part  of  the  state  tax  you  shall 
pay. ' '  Now  that  information  and  that  action  of  the  tax  com- 
missioner are  known  to  the  citizens  of  the  towns ;  and  what 
has  happened  in  most  of  the  towns?  The  citizens  have  gone 
and  asked  their  assessors,  "How  in  the  world  is  it  that  the 
commissioner  can  see  $30,000,000  and  you  can  see  only  $20,- 
000,000?  Get  on  to  your  job,  Mr.  Assessor,  and  find  that 
extra  $10,000,000.  "We  have  to  pay  taxes  on  it  into  the  state 
treasury,  and  if  we  have  to  pay  taxes  on  it  let  us  get  taxes 
from  it." 

Mr.  A.  E.  Holcomb  :  What  is  the  state  tax  rate  in  Massa- 
chusetts ? 

Chairman  Andrews  :  We  do  not  talk  about  a  state  tax  rate. 

Mr.  A.  E.  Holcomb :   What  is  the  amount? 

Chairman  Andrews  :  The  total  amount  is  about  $8,000,000. 

Mr.  A.  E.  Holcomb  :   What  is  the  rate  ? 

Chairman  Andrews:  I  don't  know.  .Nobody  speaks  of  it 
in  terms  of  rates.  The  state  determines  that  the  town  of  "  B  " 
shall  pay  into  the  state  treasury  $100,000,  and  that  the  city 
of  "C"  shall  pay  some  other  amount,  and  so  on,  for  each 
municipality. 

Mr.  George  G.  Tlnell:  Do  you  take  individual  pieces  of 
property  into  consideration  ? 
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Chairman  Andrews  :  Yes,  of  course.  The  tax  commis- 
sioner is  having  brought  to  him  all  the  time  facts  as  to  prop- 
erty assessed  at  other  than  its  fair  value,  and  as  to  the  total 
omission  of  personal  property  from  assessment.  But  I  illus- 
trated by  Massachusetts  merely  because  I  think  it  has  a  little 
value  in  this  respect:  that  when  the  citizens  of  a  town  find 
the  town  as  a  unit  is  going  to  pay  a  state  tax  ujjoii  an  as- 
sumed valuation  greater  than  that  which  the  assessors  find, 
public  pressure  begins  at  once  to  induce  the  assessors  to  find 
that  extra  value,  and  to  some  extent  the  assessors  are  re- 
sponding. 

Mr.  H.  F.  Chapman  :  I  find  no  expression  here  with  refer- 
ence to  the  individual.  We  had  this  experience  in  South 
Dakota.  Just  after  the  tax  commission  was  created  it  was 
attacked  politically.  It  was  attacked  on  false  premises.  The 
people  did  not  understand  until  a  campaign  of  education  was 
carried  out.  One  of  the  elements  of  that  campaign  of  educa- 
tion was  a  direct  exposition  and  explanation  to  the  people  as 
to  what  the  state  tax  was.  No  one  knew,  generally.  Now, 
applying  the  equalization  to  that  proposition :  equalization  is 
only  a  means  to  an  end.  With  us,  where  we  have  a  direct 
state  tax  carried  out  on  the  tax  roll,  at  an  expense — grant 
that — the  amount  of  state  tax  is  shown  on  the  back  of  the  tax 
receipt.  The  individual  knows  what  his  state  government 
costs  him.  When  the  demagogue,  the  designing  politician. 
says,  "Your  state  government  is  costing  you  too  much.'"  Mr. 
Taxpayer  says  it  does  not,  that  he  is  getting  more  than  $1.25 
worth  of  benefit  from  his  state  government,  that  he  is  glad  to 
pay  that.  And  when  he  finds  in  the  state  equalization,  just 
as  you  say,  that  the  state  board  has  to  raise  the  valuation  to 
bring  it  in  line  with  full  value,  pressure  is  brought  to  bear 
localhy  on  the  local  assessor.  But  state  equalization  takes  the 
place  of  reassessment,  After  a  two  years'  period  —  not  one 
year's — the  practical  result,  we  have  found,  works  out  in  this 
way :  when  the  people  find  that  the  assessment  is  not  being 
made  in  line  with  the  state  equalization  as  between  counties, 
pressure  is  brought  to  bear  in  the  county  in  question  to  get 
in  line.     When  it  applies  to  townships,  then  the  townships  are 
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forced  into  line.  And  when  Mr.  Taxpayer  finds  that  he  has 
been  discriminated  against  as  a  result  of  the  local  assessment 
being  wrong,  he  talks  to  the  assessor  in  terms  which  he  un- 
derstands and  that  town  is  brought  into  line  with  the  rest  of 
the  districts,  and  much  is  accomplished  in  that  way. 

I  think  the  move  being  made  toward  state  budgets  for  the 
purpose  of  enlightening  legislators  and  the  people  is  simply 
another  expression  of  this  desire  to  have  the  people  under- 
stand what  their  government  is,  how  much  they  pay  for  it,  and 
what  they  get  from  it.  Equalization  and  taxation  are  both 
means  to  the  end  of  government  and  taxpaying  by  the  people, 
and  the  clearer  you  can  make  all  those  subjects,  it  seems  to  me, 
the  better  you  serve  the  people  of  the  state,  the  more  they  un- 
derstand it.  My  opinion  is,  and  the  opinion  of  our  commission 
is,  that  the  more  the  people  understand,  the  better  the  govern- 
ment will  be,  the  easier  equalization  will  be,  the  clearer  the 
whole  situation  will  be. 

Chairman  Andrews  :  And  if  your  conception  of  that  fact, 
the  more  the  people  understand  the  better  off  they  will  be,  is 
wrong,  we  are  traveling  a  dangerous  road. 

Mr.  E.  B.  Howard,  of  Oklahoma:  I  understand  that  the 
conditions  are  different  in  our  different  states  and  I  do  not 
really  know  how  property  should  be  equalized  or  assessed  in 
some  states.  But  I  want  to  tell  you  of  a  little  plan  that  has 
been  working  admirably,  working  to  the  extent  that  an  at- 
tempt to  create  a  tax  commission  in  our  state  was  defeated 
this  last  August  by  85,000  votes,  because  we  put  our  seven 
state  officers  to  work  doing  their  duty.  In  the  matter  of 
equalization  we  begin  at  the  grass  root  in  this,  that  we  place 
a  duty  in  the  matter  of  assessment  of  property  upon  the  tax- 
payer as  well  as  upon  the  much  despised  assessor.  In  Tulsa 
County,  with  a  valuation  of  $53,000,000,  instead  of  having 
many  assessors  we  have  three.  It  is  done  in  this  manner :  By 
a  recent  act  of  our  legislature,  our  constitution  being  so  flex- 
ible that  the  legislature  may  confer  powers  upon  our  board  of 
equalization,  we  required  the  county  assessor  to  appear  at  a 
certain  schoolhouse  in  a  certain  district  on  an  advertised  day. 
17 
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He  is  there  for  two,  three,  or  four  days,  and  the  taxpayer  is 
required  to  appear  during  that  time  and  file  with  him  an  in- 
ventory of  his  property,  together  with  the  certificate  of  two 
of  his  neighbors  that  to  their  best  knowledge  and  belief  the 
inventory  is  proper  and  correct.  If  he  fails  to  appear,  then 
the  assessor  assesses  him,  and  when  he  appears  at  the  county 
treasurer's  office  to  pay  his  taxes  he  also  finds  that  he  has  to 
pay  a  penalty.  The  result  of  that  system  has  been  this,  that 
one  neighbor  is  willing  to  pay  his  just  proportion  of  taxes  if 
he  thinks  the  other  is.  In  the  majority  of  neighborhoods  men 
are  honest  and  they  certify  these  assessments  in  a  satisfactory 
manner.  It  has  resulted  this  year  in  our  county  assessors 
placing  upon  the  tax  rolls  of  our  state  $55,000,000  of  property. 

Prof.  T.  S.  Adams  :  Do  these  neighbors  return  values  as 
well  as  amounts? 

Mr.  E.  B.  Howard:  Yes.  If  I  may  be  pardoned,  we  may 
have  them  a  little  better  educated  along  this  line  than  those 
in  some  of  your  states,  but  in  the  past  nine  years  we  have  had 
$42,000,000  to  loan  to  our  people  at  five  per  cent,  and  our 
neighbors  have  been  trained  under  those  loans  to  certify  the 
true  value  of  property.  "We  assess  at  full  valuation.  I  can- 
not dwell  upon  the  details  of  that.  It  has  worked  admirably. 
It  places  upon  the  taxpayer  a  duty  and  it  places  on  his  neigh- 
bor a  duty;  and  they  want  to  pay  their  just  proportion,  so, 
consequently,  we  get  the  result.  If  there  is  any  mistake,  if 
Mr.  Jones'  property  is  considered  assessed  higher  than  Mr. 
Smith's,  we  have  a  county  board  of  equalization  composed  of 
county  commissioners,  who  adjust  things.  Then  the  matter 
comes  to  the  board  of  equalization.  We  have  clerks  in  my 
office  or  department  who  make  investigations  the  year  round 
and  take  these  statistics.  If  we  find  glaring  evidence  of  under- 
assessment or  even  of  overassessment,  as  in  live-stock  and  per- 
sonal property  of  that  kind  we,  as  a  board,  can  order  that 
horses  in  that  county  be  raised  so  much,  or  that  cattle  or  sheep 
be  raised.  In  our  state  we  assess  the  public  service  corpora- 
tions, and  while  in  the  past  some  of  the  corporations  have  had 
to  go  to  court,  yet  through  the  flexibility  of  this  constitution, 
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additional  powers  having  been  given  the  state  officers  with  a 
demand  that  those  people  give  the  same  number  of  hours  as 
they  do  on  the  farms,  we  have  worked  out  a  system  until  this 
year  we  have  assessed  every  public  service  corporation  in  the 
state  and  equalized  every  county  in  the  state.  We  find  the 
counties  more  correct  under  the  grass  root  situation  than  be- 
fore and  we  have  not  had  a  corporation  appeal  to  the  supreme 
court  or  a  county  raise  an  objection  to  its  assessment. 

Prof.  T.  S.  Adams:  There  is  an  exceedingly  interesting 
contribution  by  the  secretary  of  the  Committee  on  Tax  Re- 
form of  Louisville,  Kentucky,  in  my  hands  and  I  would  like 
to  ask  leave  to  print  it.     It  is  well  worth  while. 

Committee  on  Tax  Beform 

OP  THE 

Louisville  Commercial  Organizations, 
Louisville,  Kt. 

August  23,  1916. 
Hon.  Samuel  T.  Howe,  Bres., 
National  Tax  Association, 
Indianapolis,  Indiana. 

Dear  Sir: 

The  experience  of  the  state  of  Kentucky  in  the  struggle  for  emancipa- 
tion from  the  general  property  tax  may  be  of  benefit  to  other  states 
striving  for  more  modern  methods  of  taxation,  and  the  following  epi- 
tome is  submitted  in  the  interest  of  tax  reform. 

Since  the  incorporation  of  Kentucky  as  a  part  of  the  federal  union 
the  laws  have  been  regulated  by  four  constitutions.  The  first,  adopted 
in  1792,  delegated  the  power  of  taxation  to  the  legislature  in  a  para- 
graph limited  to  a  dozen  words.  In  the  second  constitution,  adopted  in 
1799,  the  tax  provision  remained  unchanged,  as  was  also  the  case  in  the 
third  constitution,  1850 ;  but  in  the  fourth  and  present  constitution, 
adopted  in  1891,  the  regulation  of  taxation  was  taken  out  of  the  power 
of  the  legislature,  and  the  constitutional  provision  relating  to  taxation 
covers  many  pages  and  comprises  14  sections,  restricting  the  legislature 
and  incorporating  the  "general  property  tax"  as  a  constitutional 
measure. 

After  twenty-five  years'  experience  the  effects  are  evidenced  by  re- 
stricted growth  in  wealth,  population,  and  industries.  The  revenue  is 
inadequate  to  meet  the  expenses  of  government  although  the  tax  rate 
has  been  increased  37.5  per  cent,  and  the  state  is  honeycombed  with 
evasion  of  taxes,  irregular  assessments,  and  enormous  omissions  of  tax- 
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able  property  unlisted  by  the  owners  for  fear  of  confiscation  of  th« 
income. 

Three  state  tax  commissions  have  investigated  the  conditions  and  re- 
ported their  conclusions,  but  the  legislature  was  powerless  to  adopt  their 
recommendations  on  account  of  constitutional  limitations.  After  years 
of  effort  and  by  systematic  educational  campaigns,  the  people  have  been 
constrained  to  throw  off  the  yoke  and  two  tax  amendments  have  been 
finally  introduced  in  the  legislature  and  ratified  by  the  voters,  restoring 
to  some  extent  the  power  of  the  general  assembly  to  enact  a  new  revenue 
and  taxation  measure  in  conformity  with  the  changing  conditions  during 
the  past  quarter  of  a  century  and  in  accommodation  with  present  de- 
mands. 

The  amendments  authorize  the  legislature  to  classify  property  for 
taxation,  to  determine  which  classes  shall  be  subject  to  local  taxation, 
and  specify  that  the  tax  rate  shall  be  uniform  on  all  property  of  the 
same  class.  There  is  a  clause,  however,  providing  that  any  law  fixing  a 
lower  rate  on  personal  property  than  on  real  estate  may  be  subject  to 
referendum,  and  also  how  that  may  be  invoked. 

The  result  of  the  adoption  of  the  amendments  is  a  distinct  victory  for 
the  advocates  of  equitable  taxation  and  paves  the  way  for  beneficial  re- 
forms. A  fourth  state  tax  commission  has  now  been  delegated  with  the 
duty  of  framing  a  new  tax  law  in  accord  with  the  amended  sections  of 
the  constitution,  and  the  commission  has  taken  up  the  question  in  a 
comprehensive  and  intelligent  manner. 

To  indicate  the  difficulties  in  effecting  the  possibility  of  a  change  in 
laws  where  the  constitutional  restrictions  are  as  severe  as  they  are  in 
Kentucky,  and  in  order  to  encourage  other  states  in  patience  and  perse- 
verance, the  chronology  of  the  experience  in  Kentucky  is  given,  as 
follows : 

1891  The  constitution  was  adopted. 

1892  The  legislature  enacted  a  new  revenue  and  taxation  law,  in  accord 

with  new  constitution. 

1893  The  new  law  went  into  disastrous  effect. 

1894  First  tax  amendment  approved  by  legislature. 

1896  Approved  second  time  by  legislature. 

1897  Submitted  to  voters  and  defeated. 

1898  Further  action  deferred  by  constitutional  provision  requiring  in- 

termission of  five  years  before  another  submission  to  the  votere. 

1900  Tax  amendment  again  approved  by  legislature. 

1902  Second  approval  as  required  by  law. 

1903  Eatified  by  voters. 

1904  New  law  to  put  in  effect  by  legislature. 

1905  Declared  inoperative  by  courts. 

1906  First  tax  commission  appointed. 

1908  Second  tax  commission  appointed. 

1909  State-wide  campaign  in  favor  of  tax  reform. 


BOUND  TABLE  261 

1910     Tax  amendment  favoring  classification  approved  by  legislature. 

1912  Second   approval   by   legislature    and   third    tax    commission    ap- 

pointed. 

1913  Tax  amendment  ratified;  tax  commission  prepared  new  law. 

1914  Tax    amendment   pronounced   invalid   by   courts.      Bo-enacted   by 

legislature.     New  tax  law  defeated  in  legislature. 

1915  Tax  amendment  again  ratified  by  the  voters. 

1916  Legislature  provided  for  appointment   of  fourth  state  tax  com- 

mission to  frame  new  law. 

During  the  entire  period  from  1893  to  date  the  question  has  been  kept 
alive  and  every  effort  extended  to  enbghten  the  taxpayers  and  voters  on 
the  subject.  The  organization  of  the  State  Tax  League,  the  co-operation 
of  the  press  and  public  officials,  a  wide  distribution  of  literature,  and 
the  periodical  publication  of  a  magazine  have  all  combined  to  awaken 
an  earnest  interest,  and,  unless  all  signs  fail,  Kentucky  is  in  a  fair  way 
to  enter  the  column  of  states  which  have  abolished  the  general  property 
tax  as  "inadequate,  unequal,  and  unjust". 

Very  respectfully, 

P.  N.  Clarke,  Secretary. 
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TAXATION  AND  THE  FAKMER 

JOSEPH   W.   BRISLAWN 
Member  State  Board  of  Tax  Commissioners,  Olympia,  Washington 

In  presenting  this  paper.  ''Taxation  and  the  Farmer,"  it 
is  my  purpose  to  tell  briefly  what  has  been  done  in  some  of 
the  states  toward  organized  and  systematic  study  of  taxation 
among  the  farmers  and  to  point  out,  if  possible,  some  means 
whereby  the  work  may  be  more  systematically  carried  on  in 
the  future.  The  advantage  of  securing  the  co-operation  of  the 
farmers  of  the  United  States  in  the  matter  of  tax  reform  and 
administration  of  existing  tax  laws  may  be  judged  by  con- 
sidering the  influence  that  farmers  had  in  securing  rural  free 
delivery,  the  parcel  post,  and  the  enactment  of  a  rural  credits 
law.  If  this  mighty  force  could  be  directed  toward  tax  re- 
form, after  systematic  study  of  the  fundamentals  of  taxation 
had  been  made  by  the  farmers,  it  would  go  far  toward  accom- 
plishing the  results  that  those  who  have  devoted  time  and 
thought  to  the  study  of  the  tax  '* problem"  are  generally 
agreed  would  be  beneficial. 

Early  in  my  investigation  of  the  subject,  I  addressed  a 
letter  of  inquiry  to  the  tax  commission,  the  agricultural 
college,  the  leading  university,  and  prominent  farmers  in 
each  state  requesting  information  covering  the  following 
points:  The  work  that  has  been  done,  either  through  the  tax 
commission,  the  university,  the  college,  or  through  organiza- 
tions composed  of  farmers  and  others;  what  methods  were 
pursued ;  what  results  were  obtained ;  what  interest  the  far- 
mers evince  in  the  study  of  taxation,  and  whether  or  not  the 
results  to  be  obtained  by  a  systematic  effort  to  arouse  the  in- 
terest of  the  farmers  of  each  state  in  the  study  of  taxation 
would  justify  the  labor  and  cost. 

I  was  not  fortunate  in  receiving  replies  to  all  my  letters  in 
time  to  include  the  information  in  this  paper,  but  responses 
were  sent  me  from  29  of  the  states.    While  it  will  not  be  pos- 
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sible  to  give  the  replies  in  detail,  I  will  attempt  to  summarize 
them,  covering  the  principal  points  brought  out  in  such 
letters. 

Arizona.  Since  Arizona  was  admitted  in  1912,  there  has 
been  the  keenest  interest  in  taxation.  The  newspapers,  tax 
commission,  boards  of  trade,  chambers  of  commerce,  women's 
clubs,  trades  councils,  labor  unions,  official  bodies,  and  state 
taxpayers'  associations  have  kept  up  a  lively  discussion  and 
brought  out  all  shades  of  thought  through  the  public  press, 
and  the  farmer  has  read  it  all. 

Arkansas.  Farmers  of  that  state  are  generally  suspicious 
of  any  man  who  discusses  the  subject  of  taxation — they  think 
he  wants  to  raise  taxes.     No  work  has  been  done. 

California.  Nothing  has  been  done  along  this  line  in  Cali- 
fornia. The  old  state  grange,  "Patrons  of  Husbandry,"  had 
a  committee  on  taxation,  but  the  man  who  was  the  prime 
mover  is  now  dead. 

Colorado.  The  tax  commission  has  given  a  number  of  ad- 
dresses at  various  granges.  The  secretary  of  the  State  Grange 
is  one  of  the  investigators  of  the  tax  commission,  by  which 
means  some  progress  has  been  made.  The  only  organization 
which  has  studied  taxation  in  a  systematic  manner  in  Colo- 
rado is  the  Colorado  Taxpayers  League. 

Through  the  farmers'  institute  work  of  the  Agricultural 
College,  the  necessity  for  a  state  tax  commission  was  ex- 
plained to  the  farmers.  At  present  the  Farmers  Union  of 
Colorado  is  making  quite  a  study  of  taxation ;  the  Grange 
also  has  made  some  study  of  the  subject.  The  farmers  of  the 
state  are  interested  and  seem  anxious  to  have  definite  infor- 
mation. Unfortunately  they  have  been  much  confused  by 
partial  and  often  deliberately  misleading  reports  and  are  in- 
clined to  be  suspicious  of  most  of  the  statements  made.  There 
is  much  confusion  in  the  minds  of  the  farmers  on  the  relative 
amounts  of  district,  county,  and  state  taxes.  The  department 
of  rural  education  has  made  a  survey  of  rural  schools  showing 
what  taxes  are  collected  and  how  they  are  distributed.  Presi- 
dent Chas.  A.  Lory,  of  the  Agricultural  College,  states  that  it 
is  his  belief  that  the  tax  commissions  of  the  states  should 
carry  on  a  campaign  showing  distribution  of  taxes,  showing 
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how  the  money  for  taxes  is  distributed  among  the  various 
functions  of  government,  which,  he  believes,  should  result  in 
a  better  understanding  of  the  governmental  business  and 
machinery  and  would  be  of  assistance. 

Connecticut.  The  Grange  has  taken  an  active  interest  in 
taxation  and  has  helped  considerably  in  tax  reform.  The  tax 
commissioner  addresses  meetings  in  the  different  communities, 
discussing  various  phases  of  local  taxation. 

Georgia.  From  the  state  of  Georgia,  John  C.  Hart,  tax 
commissioner,  replied  that  in  his  judgment  ' '  the  average  man 
knows  nothing  about  the  subject  of  taxation  except  to  dread 
his  annual  payment  of  taxes.  The  citizen  should  be  taught 
the  truth — that  the  payment  of  taxes  is  the  best  investment 
he  makes."  Judge  Hart  addressed  an  open  letter  to  the  citi- 
zens of  Georgia  on  January  12,  1914,  an  eight-page  pamphlet, 
in  which  he  detailed  the  financial  condition  of  the  state,  the 
necessity  for  tax  reform,  and  the  means  whereby  reformation 
might  be  accomplished.  This  was  distributed  to  all  the  citi- 
zens of  the  state. 

Illinois.  The  State  Farmers'  Institute  at  Springfield  has 
done  systematic  educational  work  in  taxation.  I  was  not  able 
to  obtain  a  complete  outline  of  the  work  before  preparing  this 
paper,  but  suggest  it  as  a  source  of  information  to  those  who 
are  further  interested  in  the  subject. 

Indiana.  Systematic  work  was  done  in  Indiana  by  the  tax 
commission  in  holding  eight  or  10  district  meetings  during  the 
month  of  February,  to  which  meetings  all  taxing  officers  and 
citizens  of  the  state  were  invited.  The  high  rate  of  taxation 
has  induced  the  farmers  to  take  a  deep  interest  in  the  question. 

The  University  of  Indiana  has  held  two  conferences  on 
taxation.     The  farmer  was  represented  on  the  program. 

Iowa.  It  Avas  largely  through  the  opposition  of  farmers 
that  the  recommendation  for  a  permanent  tax  commission  was 
rejected  by  the  general  assembly.  The  attitude  of  a  certain 
group  of  farmers  is  shown  by  the  recent  organization  of  the 
United  Taxpayers'  League,  as  a  protest  against  high  taxation. 
Two  hundred  fanner  taxpayers  met  in  Des  Moines,  Iowa,  and 
formed  an  association  to  be  state-wide,  to  carry  on  a  campaign 
of  publicity  for  the  purpose  of  furnishing  information  to  all 
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the  taxpayers  of  the  state,  and  to  present  a  united,  non- 
partisan front  at  the  polls  on  election  day.  Resolutions 
adopted  by  the  League  were  as  follows:  1.  Be  it  resolved  that 
we  are  opposed  to  centralization  of  power;  we  favor  home 
rule  and  self-government.  2.  That  we  will  not  support  a  can- 
didate for  governor  or  the  legislature  who  favors  hard-surfac- 
ing or  paving  of  our  public  highways.  3.  We  are  opposed  to 
bond  issues  for  hard-surfacing  roads  either  by  county  or 
state.  4.  We  are  opposed  to  any  scheme  to  increase  taxation, 
unalterably  opposed  to  state  control  of  road  building  with 
state  or  county  funds.  The  informal  discussion  at  the  first 
meeting  showed  that  the  sentiment  of  this  particular  meeting 
was  for  abolishing  the  state  highway  department. 

Kansas.  There  has  been  some  work  done  by  tax  leagues  in 
protesting  against  erroneous  taxation  or  excessive  values,  but 
no  study  of  the  principles  of  taxation  made.  Clarence  Smith, 
secretary  of  the  tax  commission,  says :  ' '  The  cost  of  a  system- 
atic campaign  would  be  justified.  Advice  on  the  subject  of 
taxation  should  proceed  from  authoritative  sources  provided 
by  the  legislature,  as  people  are  not  prone  to  accept  voluntary 
advice  on  matters  of  public  interest."  The  tax  commission 
has  attempted  to  disseminate  information  concerning  taxation 
through  its  published  reports,  but  Mr.  Smith  adds  very  truth- 
fully that  such  reports  are  seldom  read  even  by  those  to  whom 
they  are  directed. 

Kentucky.  No  organized  effort  toward  systematic  study  of 
the  subject  among  the  farmers  of  Kentucky. 

Maine.  Some  work  has  been  done  by  the  ''Patrons  of  Hus- 
bandry" in  connection  with  matters  of  taxation.  Farmers 
of  that  state  would  take  an  interest  in  a  systematic  study  of 
taxation. 

Maryland.  Replied  in  the  negative  to  all  my  questions  ex- 
cept that  it  is  the  personal  opinion  of  Allan  C.  Gird  wood, 
secretary  of  the  tax  commission,  that  the  results  to  be  obtained 
by  a  systematic  campaign  of  education  among  the  farmers 
would  justify  the  cost. 

Massachusetts.  There  is  no  more  need  of  a  campaign  of 
education  among  the  farmers  of  Massachusetts  on  the  subject 
of  taxation  than  among  other  classes  of  citizens.  Lack  of  in- 
formation on  the  subject  seems  to  be  general. 
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Michigan.  The  state  tax  commission  secured  very  good 
results  in  an  educational  way  through  the  distribution  of  a 
pamphlet  entitled  "Cash  Value  Assessments".  These  pam- 
phlets were  distributed  to  the  taxpayers  through  the  assess- 
ing officers  of  the  state.  Considerable  work  has  been  done 
through  the  extension  department  of  the  University  of  Mich- 
igan. 

Minnesota.  There  are  a  number  of  clubs  in  the  state  that 
have  incidentally  taken  up  the  study  of  taxation.  The  pur- 
pose of  these  clubs  is  to  complain  of  alleged  excessive  taxation 
rather  than  to  make  a  systematic  study  of  the  subject.  The 
secretaiy  of  the  tax  commission  furnished  me  a  pamphlet 
containing  a  series  of  articles  upon  taxation  prepared  by  the 
state  tax  commission  and  published  by  150  newspapers  in  the 
state  of  Minnesota,  in  serial  form,  dealing  with  the  essentials 
of  taxation  in  Minnesota.  The  articles  accomplished  great 
good  in  an  educational  way.  This  plan  might  well  be  adopted 
by  commissions  in  other  states  where  the  co-operation  of  the 
newspapers  can  be  secured. 

In  connection  with  the  extension  work  among  farmers  by 
the  University  of  Minnesota,  the  subject  of  taxation  is  fre- 
quently discussed  by  the  representatives  of  the  department. 
Farmers'  clubs,  the  Grange,  the  American  Society  of  Equity, 
and  other  farmers'  organizations  discuss  taxation.  The  ex- 
tension department  seems  to  take  up  the  theory  of  taxation 
and  the  discussion  of  civic  and  governmental  affairs  in  con- 
nection with  agricultural  economics,  as  well  as  furnishing  to 
various  citizens  material  for  debates  on  the  subject  of  taxation. 

Mississippi.  Until  April  of  this  year  Mississippi  had  no 
tax  commission.  My  inquiry  seems  to  have  suggested  the  very 
thing  that  they  had  thought  of  doing  in  that  state  in  order  to 
perfect  equalization  of  assessment ;  that  is,  have  the  farmer 
take  an  interest  in  such  equalization. 

Montana.  Practically  nothing  has  been  done  by  the  state 
along  the  line  of  my  inquiry.  Farmers'  organizations  have 
discussed  taxation  but  not  in  a  systematic  way.  The  farmers- 
are  interested.  The  state  might  well  put  the  matter  in  the 
hands  of  an  expert  for  study,  but  it  is  doubtful  if  the  people- 
recognize  this  fact. 
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Nebraska.  Very  little  systematic  publicity  of  a  sound  and 
logical  character  has  been  had  upon  the  taxation  question  in 
Nebraska.  A  proposed  amendment  to  the  constitution  of  Ne- 
braska to  remove  the  restriction  of  the  general  property  tax 
was  unwittingly  defeated  through  the  efforts  of  single  taxers. 
Their  interest  in  the  matter  led  many  citizens  to  believe  that 
the  adoption  of  the  amendment  meant  single  tax  in  some 
form.  The  farmers  of  Nebraska  are  afraid  of  single  tax  and, 
therefore,  it  will  be  necessary  to  convince  them  that  tax  re- 
form is  possible  without  subjecting  them  to  the  system  of 
taxation  which  they  very  much  fear. 

Nevada.  No  systematic  work  on  taxation  among  the  far- 
mers had  been  undertaken  in  that  state.  Under  the  recently 
created  state  tax  commission  valuations  are  being  equalized. 

New  Hampshire.  No  special  work  has  been  done  with  the 
farmers  as  a  class.  A  majority  of  the  700  assessors  of  the 
state  are  farmers.  The  tax  commission  holds  meetings  with 
the  assessors  during  the  year  as  a  body  and  is  constantly  cor- 
responding with  them.  The  assessors  have  an  independent 
association  which  holds  annual  conferences  devoted  entirely 
to  the  discussion  of  taxation.  Probably  the  farmers  in  the 
state  are  better  informed  about  taxation  than  any  other  class 
of  individuals.  The  present  method  of  bringing  the  matter 
to  the  attention  of  the  farmers  is  satisfactory  for  the  state  of 
New  Hampshire,  owing  to  the  fact  that  the  area  of  the  state 
is  small,  and  because  the  people  meet  frequently  in  the  grange 
halls,  where  every  question  of  public  interest  is  discussed. 

New  York.  Through  visits  of  the  tax  commissioners  to 
each  of  the  counties  in  the  state,  as  required  by  law,  the  con- 
ferences of  county  assessors,  and  a  bulletin  issued  periodically, 
they  attempt  to  handle  the  matter  in  a  systematic  way  and 
endeavor  to  keep  in  close  touch  with  the  3.000  field  assessors. 

North  Dakota.  Each  member  of  the  tax  commission  ap- 
pears in  public  upon  invitation  to  speak  on  matters  of  taxa- 
tion. No  systematic  work  among  the  farmers  has  been  done. 
Their  interest  is  now  greater  than  it  has  ever  been.  An 
organization  has  been  formed  at  Minot,  to  hold  sessions  sim- 
ilar to  old-fashioned  farmers'  institutes  for  the  purpose  of 
studying  taxation  and  other  public  questions.     The  commis- 
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sion  has  been  invited  to  co-operate.  The  plan  is  to  receive 
memberships  for  the  purpose  of  study,  and  when  10  or  more 
members  make  application  for  an  institute  which  can  be  held 
so  that  the  10  might  be  able  to  attend,  a  week  is  set  apart  for 
the  work  of  educating  the  farmer  along  the  lines  laid  down 
by  this  organization.  It  involves  study  and  lectures  once  a 
day  for  five  days  in  the  week.  The  tax  commission  is  co- 
operating by  the  preparation  of  questions  and  answers  on 
taxation  and  land  titles  to  be  studied  by  such  farmers  as 
identify  themselves  with  the  movement.  A  non-partisan 
league,  having  a  membership  of  some  30,000,  issues  a  weekly 
newspaper  at  Fargo,  which  deals  considerably  with  matters 
of  taxation. 

Ohio.  The  only  work  of  the  kind  that  has  been  done  in 
Ohio  lias  been  of  a  political  nature.  Very  little  has  been 
accomplished  in  the  way  of  systematic  educational  work  be- 
cause of  lack  of  interest  and  because  of  the  fact  that  the  rural 
voters  are  fearful  of  the  action  of  the  non-taxpaying  voters 
of  the  cities. 

Oregon.  There  has  been  state-wide  interest  in  the  subject 
of  taxation  in  Oregon  since  1910.  Hundreds  of  thousands  of 
pamphlets  and  circulars  have  been  distributed  among  the 
farmers.  The  general  result  has  been  to  confuse  and  mislead 
rather  than  to  educate.  The  tax  commission  has  failed  to 
convince  the  voters  of  Oregon,  including,  of  course,  the  far- 
mers, of  the  necessity  of  a  constitutional  amendment  for  the 
purpose  of  permitting  classification  of  property  for  taxation. 
The  Grange,  educational  clubs,  taxpayers'  leagues,  etc.,  have 
investigated  matters  of  taxation,  but  this  cannot  be  termed  a 
systematic  study  of  the  subject. 

Rhode  Island.  There  has  been  no  educational  work  on  the 
subject  of  taxation  among  the  farmers  by  the  board  of  tax 
commissioners  or  other  organizations.  The  State  Grange  has 
taken  up  the  question  of  taxation,  principally  attacking  the 
present  system.  Farmers  do  not,  as  a  rule,  take  a  very  active 
interest  in  the  subject.  The  state  is  largely  manufacturing, 
and  most  of  the  taxation  questions  affect  this  class  of  tax- 
payers rather  than  the  farmers.  A  systematic  campaign  of 
education  on  state  and  local  taxation  would  probably  be  bene- 
ficial. 
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Wisconsin.  No  systematic  work  has  been  done  by  the  tax 
commission  among  the  farmers  as  a  class,  but  during  the  agi- 
tation for  an  income  tax,  and  since  its  adoption,  the  commis- 
sioners have  availed  themselves  of  invitations  to  give  to  the 
different  parts  of  the  state  talks  on  the  subject  of  taxation, 
discussing  the  entire  subject,  both  state  and  local.  Some  of 
this  work  has  been  done  in  connection  with  farmers'  insti- 
tutes. Such  institutes  are  held  in  nearly  all  counties  in  the 
state  each  winter  and  have  enabled  the  commission,  when  in- 
vited, to  reach  farmers. 

Wyoming.  There  are  no  organizations  of  any  kind  in  the 
state  that  make  a  study  of  taxation.  The  work  of  the  tax 
commission  is  confined  to  securing  uniformity  of  taxation  on 
all  classes  of  property. 

Washington.  Both  the  State  College  and  the  University 
have  given  some  attention  to  the  subject  of  taxation.  The 
situation  in  the  state  of  Washington  is  much  the  same  as  in 
other  states.  The  tax  commission  has  made  a  special  effort 
to  reach  the  farmers  during  the  past  three  years  through  a 
news  service  from  Olympia  to  some  250  weekly  newspapers 
throughout  the  state.  The  following  excerpts  from  the  letters 
will  indicate  the  character  of  the  information  given  out  in 
this  way : 

' '  Olympia,  April,  1915.  All  1914  levies  for  the  state  and  its  political 
subdivisions,  the  taxes  now  being  collected,  total  $36,818,416,  the  state 
tax  commission  announces,  a  reduction  of  approximately  4  per  cent  from 
the  1913  taxes. 

"Of  this  total,  $13,196,660,  over  36  per  cent,  goes  for  educational 
purposes;  $6,911,056,  nearly  19  per  cent,  for  the  various  road  levies; 
and  22  per  cent  for  city  taxes. 

' '  State  general  fund  taxes  amount  to  less  than  7  per  cent  of  the  total 
tax  bill  of  the  state." 

"Olympia,  Sept.,  1915.  A  seven-mill  state  tax  levy,  to  raise  $7,218,954 
state  taxes,  has  been  announced  by  the  state  board  of  equalization. 

"This  is  a  reduction  of  $1,108,505  from  the  8.07  mill  levy  of  1914, 
which  in  turn  was  a  reduction  of  $610,078  from  the  8.87  mill  levy  of 
1913,  making  total  reductions  of  more  than  $1,700,000  in  the  last  two 
years,  due  to  economical  administration  of  state  affairs  and  sane  methods 
of  finance. 

"Although  the  total  tax  levy  this  year  has  been  lowered  by  more  than 
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$1,000,000,  the  levy  for  military  purposes  has  been  increased  from  .11  to 
.20  to  enable  Washington  to  bear  its  share  in  plans  for  national  pre- 
paredness for  defense. 

' '  The  great  reduction  has  been  made  in  the  general  fund  levy,  which 
has  been  lowered  to  1.25  mills,  but  in  6pite  of  this  reduction,  the  fact 
that  the  general  fund  now  has  a  surplus  of  $1,600,000  will  enable  Gov- 
ernor Lister's  plan  of  retiring  the  remaining  state  indebtedness  to  be 
carried  out  as  soon  as  legislative  authority  is  received. 

' '  A  slight  increase  also  has  been  made  in  the  school  levy,  which  will 
enable  the  state  for  the  first  time  to  discharge  in  full  its  obligation  of 
providing  $10  state  aid  for  each  child  of  school  age,  as  guaranteed  in 
the  'barefoot  boy'  school  law.  The  school  funds  this  year  came  within 
$59,000  of  providing  sufficient  money.  In  past  years  the  shortage  has 
been  more  than  $200,000. 

' '  The  various  items  of  the  state  levy  are  as  follows : 

"General  fund,  1.25  mills,  $1,289,097,  a  reduction  of  approximately 
$1,240,000. 

' '  School  fund,  2  mills,  $2,062,555,  an  increase  of  approximately 
$40,000. 

"Military  fund,  .20  mills,  $206,526,  an  increase  of  approximately 
$93,000. 

' '  The  remaining  levies,  which  are  approximately  the  same  as  last  year : 

' '  Permanent  highways,  1.5  mills,  $1,546,916. 

' '  Public  highways,  1  mill,  $1,031,277. 

"Institutions  of  higher  education,  1.05  mills,  $1,082,841." 

"Olympia,  Nov.,  1915.  A  statement  issued  by  the  State  Treasurer, 
covering  the  fiscal  year  ending  September  30,  shows  that  during  this 
period  of  12  months  the  total  receipts  of  the  state  were  $11,927,794.39 
and  total  disbursements  $10,945,613.78.  This  indicates  that  the  financial 
business  of  the  state  has  doubled  in  approximately  seven  years.  For  the 
two  years  ending  September  30,  1908,  the  amount  of  money  handled  by 
the  state  treasury  was  almost  exactly  the  same  as  that  handled  in  the 
one  year  just  passed. 

"The  state  started  the  last  fiscal  year  with  a  cash  balance  of  $3,860,- 
284.47  and  ended  the  year  with  a  cash  balance  of  $4,842,465.08.  This 
increase  of  nearly  $1,000,000  in  the  state  balance  is  a  greater  increase 
than  during  any  previous  year  in  the  state  's  history.  However,  during 
each  year  of  the  present  administration,  receipts  have  been  greater  than 
disbursements,  and  the  condition  of  the  general  fund,  which  was  heavily 
overdrawn  at  the  beginning  of  the  administration,  is  particularly  satis- 
factory, with  a  balance  of  more  than  $1,500,000." 

In  addition  to  the  above  method,  the  tax  commission  of 
Washington  has  prepared  for  the  newspapers  of  the  state, 
from  time  to  time,  tabulations  as  to  the  total  taxes  collected, 
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the  subjects  upon  which  the  collections  were  made,  the  distri- 
bution, as  to  the  purposes  for  which  collected,  state,  county, 
municipal,  school  district,  road  district,  etc.,  and  has  made 
tabulations  showing  how  $1.00  in  taxes  is  expended  and  how 
the  total  revenues  are  expended.  These  data  are  always  re- 
ceived with  a  great  deal  of  interest  by  the  taxpayers  of  the 
state.  Members  of  the  commission  have  from  time  to  time 
delivered  addresses  on  the  subject  of  taxation  before  farmers' 
organizations. 

The  organizations  of  farmers  in  this  state  that  study  taxa- 
tion are  the  State  Grange  and  the  Farmers'  Union.  Just  how 
systematically  the  State  Grange  has  been  studying  taxation 
in  the  state  of  Washington  may  be  gleaned  from  the  follow- 
ing resolution  adopted  some  time  ago:  "Resolved  by  Wash- 
ington State  Grange,  That  this  body  go  on  record  as  favoring 
the  adoption  of  a  system  of  taxation  whereby  personal  prop- 
erty and  all  improvements  would  be  exempt  from  taxation 
and  the  burden  of  taxation  be  borne  by  land  values  only." 

In  this  state  we  are  operating  under  the  general  property 
tax.  By  statutory  provision,  notes,  mortgages,  credits,  etc., 
are  exempt  from  taxation.  The  Farmers'  Union  of  the  state 
generally  advocates  the  taxation  of  mortgages  and  like  evi- 
dences of  property,  which  will  be  some  index  as  to  the  thor- 
oughness and  system  with  which  they  have  studied  taxation 
under  the  general  property  tax. 

The  communications  from  the  several  states  and  the  state- 
ments of  many  prominent  farmers  have  convinced  me  that 
systematic  work  of  an  educational  nature  on  the  subject  of 
taxation  could  very  profitably  be  carried  on  among  the  far- 
mers of  most  of  the  states.  There  are  four  reasons  for  this 
belief  which  appeal  to  me  as  controlling. 

1.  It  is  desirable  that  all  citizens  be  educated  on  the  sub- 
ject of  taxation,  but  it  is  generally  agreed  that  it  is  easier  to 
arouse  the  interest  in  the  study  of  any  subject  by  groups  who 
have  common  problems  and  identical  interests  in  the  subject 
for  study.  For  this  reason  I  feel  that  it  would  be  better  to 
divide  the  classes  in  taxation  into  groups  such  as  farmers, 
merchants,  bankers,  manufacturers,  etc.,  rather  than  to  en- 
deavor to  include  all  taxpayers  in  one  class.  Mr.  L.  C.  Crow, 
18 
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formerly  president  of  the  Farmers'  Union  of  "Washington  and 
Idaho,  in  reply  to  my  inquiry  as  to  his  view  on  this  subject, 
said:  "Taxation  is  viewed  by  the  farmer  as  a  burden  to  be 
borne  by  the  other  fellow.  No  matter  how  much  taxes  might 
be  reduced,  the  farmer  would  still  think  he  had  the  burden 
to  bear.  An  address  comparing  the  assessment  of  farms  with 
the  assessment  of  other  property,  in  my  opinion,  would  do 
more  toward  educating  the  farmers  than  any  other  line  of 
endeavor. ' ' 

2.  The  deputy  assessors  in  the  various  states  who  actually 
go  out  and  list  the  property  are  often  farmers,  and  thus  a 
greater  influence  is  exercised  on  the  primary  assessing  officers 
by  farmers  than  by  any  other  class  of  taxpayers.  This  fur- 
nishes a  strong  reason  for  a  clear  and  thorough  understanding 
of  the  fundamentals  of  taxation  by  the  farmers.  The  far- 
mers also  exercise  a  political  influence  vastly  out  of  propor- 
tion to  their  numbers.  This  influence  would  be  a  big  factor 
in  bringing  about  constitutional  changes  that  would  permit 
of  classification  of  subjects  of  taxation  if  the  farmers  gener- 
ally understood  the  benefits  to  be  derived  therefrom. 

3.  The  farmers  of  the  United  States  own  a  large  and  val- 
uable portion  of  the  taxable  property  of  the  country,  and  for 
that  reason  they  should  be  informed  on  the  principles  of  taxa- 
tion as  well  as  upon  the  immediate  effects  of  the  system  in 
operation  in  the  communities  in  which  they  live. 

4.  The  most  potent  reason  of  all  for  educating  the  farmer 
on  the  subject  of  taxation  is  in  order  that  substantial  justice 
may  be  done,  for  farm  property,  by  reason  of  its  very  nature, 
should  bear  only  its  proper  proportion  of  taxes,  as  any  undue 
burden  of  taxation  upon  agriculture  strikes  a  blow  at  the 
very  fundamentals  of  productivity.  A  rural  citizenry  im- 
poverished by  over-taxation  means  an  impoverished  commun- 
ity, and  no  nation  is  strong  enough  to  long  bear  up  under 
such  conditions.  In  the  increased  demands  for  public  reve- 
nue, owing  to  the  extensions  of  governmental  activities  during 
the  past  decade,  there  is  a  tendency  to  increase  taxes  upon 
visible,  tangible  property  such  as  the  farmers  of  the  United 
States  own  and  produce.  It  is  only  through  education  and 
an  understanding  of  the  theory  of  taxation  in  all  its  various 
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phases  that  the  farmers  can  hope  to  secure  equality  in  the 
imposition  of  taxes  upon  their  property,  as  well  as  upon  all 
the  property  in  every  state. 

A  brief  discussion  of  the  agencies  for  the  study  of  taxation 
and  the  extent  to  which  it  is  possible  to  utilize  them  under 
present  conditions  may  not  be  inopportune.  The  agencies  that 
have  been  suggested  are  about  the  same  in  every  state. 

It  occurred  to  me  early  in  the  consideration  of  this  subject 
that  the  extension  work  done  under  the  Smith-Lever  bill  by 
the  agricultural  colleges  of  the  several  states  might  furnish 
the  means  of  bringing  the  taxation  question  prominently  be- 
fore the  farmers  in  connection  with  the  discussions  of  rural 
economic  problems,  and  I  threw  out  this  suggestion  in  a  ten- 
tative way  to  several  men  prominently  connected  with  the 
state's  administration  of  the  Smith-Lever  bill.  In  almost 
every  case  the  suggestion  met  with  the  approval  of  the  admin- 
istrators of  the  Smith-Lever  bill,  and  it  was  suggested  by 
several  that,  while  very  little  work  of  this  character  had  been 
undertaken  up  to  date,  it  could  very  properly  be  done  in 
connection  with  the  extension  work.  It  is  worthy  of  note, 
however,  that  it  was  suggested  by  the  representatives  of  the 
state  colleges  of  several  states  that  an  attempt  to  carry  on  a 
campaign  of  education  on  the  subject  of  taxation  might  be 
interpreted  as  an  attempt  on  the  part  of  the  extension  divi- 
sion of  the  state  college  to  interfere  in  politics.  This  consid- 
eration leads  me  to  say  that  until  the  idea  can  be  uprooted 
from  the  minds  of  taxpayers  generally  that  taxation  is  pri- 
marily a  political  question,  it  will  be  difficult  to  make  the 
most  of  the  opportunities  afforded  by  the  Smith-Lever  bill 
for  the  study  of  taxation. 

It  is  not  to  be  wondered  at  that  the  public  generally  asso- 
ciates politics  and  taxation,  because  taxation  has  been  made 
the  football  of  politics  for  so  long  and  every  political  party 
and  every  aspirant  for  political  office  has  devoted  a  great 
deal  of  time  to  discussions  of  taxation.  It  is  time  that  people 
should  realize  the  truth ;  namely,  that  the  discussions  of  taxa- 
tion from  the  political  rostrum  are  generally  given  by  those 
who  have  only  a  meager  knowledge  of  the  subject,  who  have 
no  interest  in  the  fundamental  principles  of  taxation,  and 
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who  generally  discuss  some  particular  phase  of  the  question 
with  the  purpose  of  securing  votes.  These  discussions  are 
very  frequently  unscientific,  untruthful,  and  purposely  mis- 
leading. Until  we  can  treat  the  subject  of  taxation  from  a 
non-partisan  standpoint  as  a  purely  economic  question,  affect- 
ing alike  the  members  of  all  political  parties,  and  view  it  in 
its  relations  to  all  the  citizens  of  a  community  and  of  the  state, 
it  will  be  difficult  to  make  much  progress. 

The  farmers'  organizations,  the  Grange,  the  Farmers' 
Union,  the  American  Society  of  Equity,  and  farmers'  clubs, 
have  been  the  means  of  securing  study  of  local  phases  of  the 
tax  question  in  many  states  and  communities  and,  no  doubt, 
have  played  an  important  part  in  the  tax  reform  movement 
in  many  states.  As  pointed  out  earlier  in  this  paper,  the  far- 
mers exercise  a  political  influence  entirely  out  of  proportion 
to  their  numbers.  This  may  be  accounted  for  by  reason  of 
the  fact  that  in  most  states  the  farmers  are  more  or  less  organ- 
ized and  have  some  united  action  on  questions  that  they  be- 
lieve directly  affect  their  interests.  Oftentimes  their  action 
is  taken  without  regard  to  the  interest  of  other  groups  of 
citizens,  which  is  in  itself  a  dangerous  thing,  because  no 
single  group  of  citizens,  taxpayers  or  business  men,  can  be 
said  to  be  entirely  independent  of,  and  to  have  interests  en- 
tirely opposite  to  any  other  group.  So  that,  while  advocating 
the  group  method  of  the  study  of  tax  questions  in  order  that 
interest  may  be  more  easily  aroused,  I  would  at  all  times 
keep  in  mind  that  taxation  affects  all  business  enterprises 
alike  and  should  be  so  regulated  as  to  lay  equal  burdens 
upon  all. 

One  fact  that  has  done  much  to  lead  the  farmer  to  a  some- 
what selfish  view  in  the  matter  of  taxation  is  that  he  sees 
other  property  owners  shifting  the  tax  from  the  profits  of  the 
industry  to  the  patrons  of  the  industry,  and  he  observes  others 
who  should  pay  taxes  evade  them  entirely  by  reason  of  the 
fact  that  the  property  they  own  is  intangible  property  and 
can  be  successfully  hidden  from  the  assessing  officer.  In  my 
own  state  this  difficulty  of  assessing  intangible  property  under 
the  general  property  tax  led  to  the  exemption  of  all  such 
property  by  statutory  provision. 
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The  organized  farmers  in  the  several  states  could  very 
profitably  take  up  taxation  as  a  subject  for  regular  study  and 
discussion,  but  they  should  not  rely  upon  their  own  organiza- 
tions wholly  to  furnish  the  instruction.  The  difficulty  gener- 
ally is,  when  the  Grange  or  the  Farmers'  Union  or  other  far- 
mers' organization  becomes  interested  in  studying  taxation, 
that  some  individual  within  the  organization  who  believes 
that  under  present  conditions  the  farmers  are  paying  all  the 
taxes,  or  who  believes  that  farm  property  and  the  products 
of  the  farm  should  be  entirely  exempt  from  taxation,  or  who 
has  given  only  superficial  study  to  the  question,  but  who  is 
a  fluent  speaker  and  able  to  arouse  the  other  members  of  the 
organization,  leads  in  such  discussions  and  study.  The  re- 
sults are  generally  just  what  might  be  expected  under  such 
conditions  and  one  phase  of  the  question  is  studied  to  the  ex- 
clusion of  all  of  the  other  angles  from  which  the  subject 
might  be  viewed.  The  recent  agitation  on  the  part  of  a  group 
of  farmers  in  Iowa,  already  referred  to,  is  an  example  in 
point.  In  their  declaration  of  principles,  they  have  declared 
for  decentralization  of  government,  home  rule  in  taxation, 
and  the  abolition  of  the  state  highway  department. 

The  state  of  Washington,  a  much  younger  state,  with  con- 
siderably less  population,  with  its  resources  in  a  much  more 
undeveloped  condition  than  are  those  of  the  state  of  Iowa,  has 
found  it  profitable  to  centralize  authority  in  the  matter  of  tax- 
ation in  the  county  officers  and  under  the  direction  of  a  state 
tax  commission.  The  state  levies  a  "permanent  highway'* 
tax  which  is  entirely  expended  within  the  counties  in  which 
it  is  raised,  for  the  purpose  of  building  permanent  highways 
by  the  county  authorities  under  the  direction  of  the  state 
highway  commissioner.  The  state  levies  a  tax  for  "public 
highways"  that  is  expended  entirely  under  the  direction  of 
the  state  highway  commissioner  and  the  highway  board.  In 
the  aggregate  the  levies  for  these  purposes  amount  to  two  and 
one-half  mills,  or  over  two  and  one-half  millions  per  annum. 
The  people  of  the  state  of  Washington  would  not  consider 
abolishing  the  state  highway  commission  or  the  levies  for 
permanent  and  public  highways.  Under  our  system  of  county 
and  state  control  of  roads,  and  by  paying  for  our  roads  as  we 
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go,  in  a  period  of  a  few  years  we  have  placed  highways  where 
formerly  there  were  nothing  but  Indian  trails,  so  that  almost 
every  portion  of  the  state  may  now  be  reached  by  good  dirt 
roads  or  permanent  hard-surfaced  highways. 

While  it  is  possible  under  our  law  to  have  township  organ- 
ization and  local  control  in  the  matter  of  township  roads  and 
taxes,  only  two  counties  in  the  state  have  availed  themselves 
of  that  opportunity,  because  the  people  of  the  state  are  con- 
vinced that  only  through  concentrated  authority  and  fixed 
responsibility  in  a  comparatively  few  men  can  the  greatest 
efficiency  be  obtained  in  governmental  affairs.  It  is  regarded 
by  our  citizens  as  being  better  to  have  all  the  roads  of  a 
county  under  the  direction  of  three  county  commissioners 
with  their  engineer  than  to  have  every  township  in  the  county 
a  law  unto  itself  so  far  as  its  particular  roads  are  concerned, 
with  the  inexperienced  and  indifferent  supervision  of  road 
construction  that  obtains  where  the  township  system  is  in 
force.  The  assessment  of  property  in  our  state  is  nowhere 
else  so  complicated  and  difficult  of  equalization  as  in  the  two 
counties  having  township  organization  with  their  host  of 
under-paid,  poorly-trained  township  officers. 

Earlier  in  this  paper,  reference  is  made  to  a  resolution 
passed  by  the  State  Grange  of  Washington,  which,  in  effect, 
declares  in  favor  of  single  tax.  It  is  probable  that  the  direct 
responsibility  for  this  resolution  rests  upon  the  constitutional 
provision  in  this  state  requiring  all  property  to  be  taxed  at 
a  uniform  rate  in  proportion  to  its  value.  It  is  an  outcry 
against  the  iniquitous  general  property  tax.  It  seems  to  me 
that  in  this  resolution  the  fundamental  principle  that  persons 
as  well  as  property  owe  a  duty  to  support  the  government 
under  which  they  live  in  proportion  to  the  benefits  they  enjoy 
has  been  lost  sight  of.  The  point  that  I  would  make  in  this 
is,  that  in  our  study  of  the  subject  of  taxation  we  should 
constantly  seek  new  angles  of  vision.  The  best  means  of 
doing  this  is  to  bring  to  our  clubs  and  organizations,  when 
taxation  is  being  discussed,  men  and  material  from  other 
states  and  other  communities  than  the  immediate  one  in  which 
the  question  is  being  considered,  in  order  that  purely  local 
conditions  and  grievances  may  not  overshadow  and  obliterate 
the  fundamental,  underlying,  economic  principles  involved. 


TAXATION  AND  THE  FARMER  279 

As  an  agency  for  the  spread  of  information  and  instruction 
on  the  subject  of  taxation,  the  press  of  each  state  should  be 
utilized  so  far  as  possible.  In  this,  however,  we  face  the  in- 
fluence of  partisan  politics  which  will  color  to  a  greater  or 
less  degree  the  articles  on  taxation  that  are  published.  Gen- 
erally speaking,  these  articles  will  be  so  framed  as  to  present 
the  view  of  taxation  espoused  by  the  political  party  with 
which  a  particular  newspaper  is  allied,  and  for  that  reason 
the  press  as  an  educational  agency  on  the  subject  of  taxation 
is  not  always  to  be  relied  upon.  The  plan  adopted  by  the 
Minnesota  tax  commission  in  1912,  of  presenting  in  a  calm, 
dispassionate  manner  the  taxation  system  of  Minnesota 
through  the  medium  of  some  150  newspapers  that  agreed  to 
publish  the  articles  in  serial  form  is  a  splendid  example  of 
what  may  be  done  in  an  educational  way  where  the  co-opera- 
tion of  the  papers  can  be  secured.  Generally  speaking,  the 
newspapers  of  a  state  are  glad  to  publish  short,  pithy,  scien- 
tific articles  on  the  subject  of  taxation.  By  scientific,  I  mean 
articles  that  are  truthful  and  present  the  subject  in  an  ana- 
lytical manner.  For  this  purpose  the  weekly  newspaper  is 
much  more  effective,  particularly  among  the  farmers,  than  is 
the  special  article  in  the  Sunday  papers.  Taxation  is  too  dry 
and  uninteresting  a  subject  for  the  average  Sunday  reader  to 
devote  a  great  deal  of  time  to  its  perusal  when  the  paper  is 
full  of  glaring  headlines  and  sensational  reading  that  fur- 
nishes more  entertainment  and  requires  less  thought. 

In  addition  to  the  regular  newspapers,  in  many  states  there 
are  papers  published  that  are  devoted  exclusively  to  the  dis- 
cussion of  taxation.  Of  these  the  New  Mexico  Tax  Review 
and  the  Tax  Liberator  (Oregon)  are  very  good  examples. 
There  is  no  question  but  what  these  publications,  and  many 
others  like  them  throughout  the  United  States,  exercise  a 
strong  influence  in  the  matter  of  tax  reform.  If  such  publi- 
cations could  be  entirely  divorced  from  partisan  politics  and 
from  special  interests,  in  the  minds  of  the  citizens  of  a  state 
as  well  as  in  fact,  their  influence  would  be  considerably 
greater.  But  there  is  a  lurking  suspicion  attaching  to  the 
discussion  of  taxation  that  nullifies  to  a  certain  extent  the 
splendid  influence  that  such  publications  may  exert. 
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The  bulletin  service  of  the  National  Tax  Association  and 
the  reports  of  the  conferences  are  splendid  instruments  of 
education,  but  they  reach  only  a  limited  number  of  people, 
and  those  whom  they  do  reach  are  mostly  students  of  the 
subject  of  taxation,  tax  administrators,  and  tax  agents  of 
various  enterprises.  The  real  educational  field  among  the 
rank  and  file  of  the  people,  particularly  among  the  farmers, 
is  never  reached  by  these  publications. 

The  most  numerous  of  all  organizations,  and  yet  the  one 
which  probably  exercises  the  least  influence  in  the  direct  line 
of  education  on  the  subject  of  taxation,  is  the  taxpayers' 
league.  Whenever  a  group  of  people  become  dissatisfied  with 
tax  conditions,  or  whenever  the  rate  of  taxation  becomes  so 
high  as  to  seem  unbearable,  or  whenever  there  is  a  particu- 
larly obnoxious  tax  law,  somebody  suggests  the  formation  of 
a  taxpayers'  league,  and  an  organization  springs  up  which 
seeks  to  pledge  candidates  for  office  to  vote  for  or  against 
some  certain  law  on  the  subject  of  taxation.  These  organiza- 
tions usually  fall  to  pieces  because  of  the  disagreement  among 
their  own  members.  They  are  only  sporadic  and  their  exist- 
ence is  usually  measured  in  months.  As  an  educational 
agency,  the  taxpayers'  league  has  not  been  the  success  that  it 
should  have  been,  principally  because  there  are  no  very  well 
denned  lines  along  which  snch  an  organization  may  work  and 
because  the  object  and  aim  of  a  taxpayers'  league  in  one 
county  may  be  diametrically  opposed  to  a  taxpayers'  league 
in  an  adjoining  county.  The  result  is  that  such  organizations 
are  usually  gathered  under  the  wing  of  some  political  aspir- 
ant who  uses  them  as  a  stepping  stone  to  power  and  who,  like 
the  climber  on  the  ladder,  ' '  When  he  once  attains  the  upmost 
round,  he  then  unto  the  ladder  turns  his  back,  looks  in  the 
clouds,  scorning  the  base  degrees  by  which  he  did  ascend." 

Each  of  the  agencies  enumerated  conld  be  a  means  of  con- 
siderable help  and  a  mighty  influence  in  the  nation-wide  study 
of  the  subject  of  taxation  if  some  definite  plan  of  action  and 
some  well  defined  course  were  marked  out  to  be  followed  in 
the  main,  leaving  the  consideration  of  local  issues  to  each 
particular  organization  or  agency  in  its  own  community,  but 
always  keeping  in  mind  that  the  fundamental  principles  of 
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taxation  are  the  same  everywhere,  and  that  the  interest  of  all 
taxpayers  is,  or  should  be,  identical  in  placing  all  property 
subject  to  taxation  upon  the  tax  rolls  and  in  the  equal  distri- 
bution of  taxes  upon  all  property  or  persons  according  to  the 
ability  of  each  to  pay. 

The  trouble  up  to  the  present  time  seems  to  have  been  that 
study  of  the  subject  has  been  desultory  and  that  proposed 
remedies  have  been  haphazard;  that  an  agency  for  the  dis- 
semination of  information  and  the  direction  of  study  having 
authority  and  influence  sufficient  to  command  the  attention 
and  confidence  of  all  the  people  has  been  lacking.  Systematic 
study  of  taxation  has  been  confined  to  political  economists, 
tax  administrators,  and  tax  agents  of  business  enterprises.  If 
anyone  doubts  this  statement  he  has  but  to  scan  the  member- 
ship of  this  conference ;  take  a  census  of  the  classes  repre- 
sented here  and  he  will  be  convinced  that  this  great  associa- 
tion, international  in  character,  depends  for  its  membership, 
its  support,  and  its  influence  upon  the  three  classes  men- 
tioned. Its  influence  as  an  agency  for  the  dissemination  of 
information  and  the  inspiration  that  it  furnishes  to  study 
taxation  is  dependent  upon  the  fact  that  it  is  free  from 
political  influence,  larger  than  special  interests,  and  does  not 
deal  primarily  with  purely  local  issues.  Its  members  meet  in 
conference  on  questions  of  broad,  general  application,  and  the 
discussions  are  free  from  partisan  bias  and  uncolored  by  local 
prejudice.  If  such  an  agency  can  be  established  in  every 
state  in  the  Union,  or  if  the  agencies  now  established  in  the 
various  states  can  be  brought  together  in  such  an  organization 
and  so  subdivided  into  bureaus  or  departments  for  the  study 
of  taxation  that  each  particular  group  of  citizens  and  taxpay- 
ers may  study  its  problems  in  common  with  every  other 
group,  and  an  interchange  of  ideas  and  experiences  be  brought 
about,  they  will  go  far  toward  solving  the  tax  "problem"  in 
the  United  States. 

Study  of  problems  alone  will  not  accomplish  reforms. 
Legislative  action  will  be  necessary  in  most  cases.  As  legis- 
lation is  usually  effected  by  compromise,  it  wall  be  necessary 
that  each  group  of  taxpayers  recognize  the  mutual  interests 
that  it  has  with  every  other  group,  and  finally  when  tax  laws 
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are  passed  they  will  be  at  best  a  compromise  as  the  result  of 
mutual  study  and  understanding.  The  necessity  for  such 
study  on  the  part  of  the  farmer  is  no  greater  than  on  the 
part  of  any  other  taxpayer,  but  since  my  subject  is  "Taxa- 
tion and  the  Farmer,"  I  deem  it  proper  to  call  attention  to 
some  of  the  popular  misconceptions  in  which  the  farmers  of 
my  state  have  indulged  for  many  years.  I  do  not  think  that 
these  misconceptions  are  peculiar  to  the  farmers  of  my  state 
alone,  and  shall  treat  them  as  if  they  were  common  to  all  the 
farmers  in  the  United  States,  which,  in  the  main,  I  believe  to 
be  true. 

The  farmer  has  generally  been  the  most  ardent  defender 
of  the  general  property  tax,  when,  as  a  matter  of  fact,  he  is 
the  greatest  sufferer  from  its  pernicious  pretenses  and  pious 
frauds.  Farm  property  is  such  property  as  can  be  most  easily 
listed  and  most  nearly  assessed  up  to  its  full  value  under  the 
general  property  tax  because  it  is  such  property  as  can  be 
seen  and  counted  and  numbered  and  its  value  ascertained  to 
a  reasonable  degree  of  accuracy.  Most  farmers  agree  and 
insist  that  mortgages  should  be  taxed,  believing  that  if  they 
were  taxed,  farm  property  would  be  relieved  of  a  portion  of 
its  burden.  The  fallacy  of  this  idea  is  so  well  established  and 
so  generally  accepted  by  students  of  taxation  that  a  discus- 
sion of  it  seems  almost  presumptuous  on  my  part,  yet  I  would 
direct  your  attention  to  the  fact  that  capital  such  as  is  in- 
vested in  farm  mortgages  usually  demands  a  certain  rate  of 
interest  net,  and  that  when  a  tax  is  placed  upon  mortgages,  it 
results  in  a  higher  rate  of  interest  and  the  tax  is  shifted  to 
the  borrower.  In  no  case  is  it  paid  by  the  lender.  Likewise, 
the  farmers  generally  insist  that  all  negotiable  credits  should 
be  taxed  at  a  uniform  rate  under  the  general  property  tax, 
and  they  are  unable  to  see  that  an  attempt  to  tax  such  prop- 
erty at  a  uniform  rate  with  real  estate  and  tangible  personalty 
results  in  the  sequestration  of  such  property,  falsification  of 
the  oath,  and  other  evils  that  cannot  be  overcome.  The  far- 
mers, generally,  are  opposed  to  a  classified  property  tax,  be- 
lieving that  thereby  the  tax  will  ultimately  fall  entirely  upon 
them,  as  was  so  well  expressed  in  the  statement  by  Mr.  Crow, 
heretofore  referred  to  in  this  paper. 
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The  farmer  is  most  insistent  upon  his  property  being  re- 
turned at  a  low  percentage  of  its  true  value  on  the  theory 
that  a  great  deal  of  other  property  in  the  state  is  escaping 
taxation  entirely  and  that  by  so  returning  his  property  at 
much  less  than  its  true  value  he  will  thereby  escape  some  of 
his  taxes.  We  have  endeavored  to  point  out  by  every  pos- 
sible means,  and  to  illustrate,  the  fact  that  a  low  valuation 
but  serves  to  increase  the  levy  and  the  only  farmer  who  bene- 
fits by  having  his  property  returned  at  much  less  than  its 
true  value  is  the  one  who  succeeds  in  doing  this  to  a  greater 
degree  than  does  his  neighbor.  The  assessing  officer  who  is 
subject  to  local  influence  and  so  disregards  his  oath  of  office 
as  to  list  property  at  much  less  than  its  true  value  for  the 
sake  of  satisfying  a  personal  friend  or  securing  some  political 
advantage  to  himself  is  probably  dishonest  enough  to  do  the 
same  thing,  in  varying  degrees,  for  all  the  taxpayers  within 
his  taxing  district.  The  results  are  that  many  inequalities 
and  injustices  arise.  In  states  equalizing  through  a  state 
board  of  equalization,  as  we  do  in  Washington,  the  systematic 
undervaluation  of  a  county  does  not  relieve  the  county  of  a 
portion  of  its  state  taxes.  It  sometimes  results  in  a  county 
bearing  an  unfair  proportion  of  state  taxes  because  the  state 
board  of  equalization  cannot  rely  upon  the-  returns  of  the 
assessing  officer  and  so  fixes  arbitrarily  the  amount  of  state 
taxes  that  it  must  bear,  which,  of  course,  creates  a  heavier 
burden  upon  the  taxpayers  of  that  county. 

The  greatest  difficulty  that  we  face  in  our  state,  and  I  am 
convinced  that  the  condition  is  general,  is  that  we  are  unable 
to  get  the  interest  of  the  farmers  in  taxation  at  other  than 
taxpaying  time,  or  during  a  political  campaign.  In  order 
that  the  taxpayers  might  be  better  informed  as  to  the  pro- 
posed levies  and  expenditures  of  public  moneys  in  Washing- 
ton, we  recently  enacted  a  law  requiring  all  tax-levying 
bodies,  county  commissioners,  city  councils,  and  school  dis- 
trict officers,  to  make  and  publish  annually,  on  the  first 
Monday  in  September,  a  budget  showing  the  proposed  levies 
of  taxes  for  the  ensuing  year,  the  amounts  to  be  collected 
for  each  fund  and  the  purposes  for  which  the  money  is  to 
be   expended,   these  budgets  to  be   published   for   a   period 
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of  two  weeks.  On  the  annual  tax-levying  day,  the  first  Mon- 
day in  October,  any  citizen  may  appear  and  support  or  pro- 
test a  proposed  appropriation  and  levy.  These  budget  exhibits 
must  show  the  amount  of  money  to  be  collected  and  expended, 
in  dollars  and  cents  without  regard  to  the  millage  of  the  levy. 
The  law  has  not  been  the  success  that  its  proponents  hoped 
that  it  would  be,  because  the  citizens  refuse  to  interest  them- 
selves in  the  budget  exhibits  and  express  their  views.  The 
usual  course  of  the  taxpayer  is  to  pay  no  attention  to  the 
budget  exhibit,  to  take  no  part  in  fixing  the  amount  of  the 
levy  for  any  purpose,  but  at  the  time  he  pays  his  taxes  he  is 
usually  found  protesting  loudly  and  vigorously  against  the 
exorbitant  rate. 

If  some  means  could  be  devised  whereby  budget  exhibits 
could  be  more  carefully  studied  by  the  taxpayers,  as  a  result 
of  which  interest  taxpayers  would  appear  before  the  levying 
boards  and  make  their  vigorous  protest  against  proposed  ap- 
propriations, much  might  be  accomplished  in  the  reduction 
of  taxes.  In  order  to  make  budget  exhibits  more  helpful  and 
to  bring  home  to  the  farmer  taxpayers  more  forcibly  the 
meaning  of  the  budget,  examples  should  be  published  show- 
ing exactly  how  much  taxes  each  individual  owning  property 
of  the  value  of  $100  will  be  required  to  pay  on  account  of  the 
proposed  levies.  It  is  useless  to  speak  to  the  average  tax- 
payer in  terms  of  mills,  because  his  thinking  is  in  concrete 
and  definite  quantities,  such  as  pounds,  bushels,  cords,  hun- 
dredweight, and  tons.  The  proposal  to  levy,  one,  two,  three,, 
or  four  mills  does  not  impress  him  as  a  matter  about  which 
he  should  be  greatly  concerned.  Farmers,  more  especially 
than  any  other  class  of  taxpayers  possessing  the  same  degree 
of  intelligence,  are  less  apt  to  be  alarmed  by  a  proposed  levy 
stated  in  mills  because  their  thinking  is  along  the  line  of 
large  quantities  and  sizable  objects  that  may  be  easily  com- 
prehended by  the  senses.  The  matter  of  a  few  mills  seems  so 
small  in  comparison  to  the  large  physical  things  with  which 
they  deal  that  they  do  not  grasp  the  significance  of  the  state- 
ment until  the  tax  bill  is  presented  to  them. 

A  survey  of  the  subject,  "Taxation  and  the  Farmer/ r 
points  out  very  clearly  the  necessity  for  a  systematic  cam- 
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paign  of  discussion  and  education  on  the  tax  question  among 
the  farmers  of  the  United  States.  No  such  campaign  has 
been  carried  on  in  any  of  the  states,  so  far  as  I  have  been  able 
to  determine.  The  work  that  has  been  done  heretofore  has 
been  desultory  and  fragmentary,  and  usually  confined  to 
political  questions  and  purely  local  issues,  without  regard  to 
the  fundamental  and  underlying  principles  of  taxation.  The 
agencies  that  have  been  active  in  such  campaigns  as  have 
been  carried  on  may  all  be  utilized  to  a  splendid  purpose  in 
a  campaign  of  education  on  the  subject  of  taxation.  There  is 
necessity  for  unification  of  action,  co-operation  by  these  agen- 
cies, and  a  more  definite  program,  with  an  elimination  of 
political  considerations  and  local  bias  in  order  to  make  these 
agencies  most  effective.  Most  of  the  states  of  the  Union  now 
have  a  permanent  tax  commission,  created  primarily  for  the 
study  of  the  subject  of  taxation  in  its  relation  to  the  state  in 
which  each  serves,  for  the  purpose  of  securing  a  more  uniform 
administration  of  such  laws  as  the  states  now  have,  and  for 
recommending  such  changes  as  would  be  helpful  in  the  taxa- 
tion system  of  each  state.  These  commissions  are,  in  the 
very  nature  of  things,  unable  to  carry  on  the  educational 
work  in  each  community,  but  they  could  very  well  undertake 
the  outlining  and  direction  of  such  work,  and  in  most  in- 
stances are  well  qualified  to  do  so.  The  difficulty  in  the  way 
of  this  is  that  the  tax  commissioners  are  usually  elective  or 
appointive  officers  for  a  term  of  years  and  depend  for  their 
positions  on  the  votes  of  the  people,  which  allies  them  in  a 
sense  with  a  political  party.  Finally,  the  first  and  most  im- 
portant thing  is  to  divorce  the  administration  of  tax  laws 
from  partisan  politics,  regard  taxation  in  its  proper  light  as 
a  purely  economic  question,  and  place  the  administration  of 
tax  laws  on  a  professional  and  not  a  political  basis ;  follow 
this  with  a  coalition  of  all  the  forces  that  may  be  utilized  for 
the  dissemination  of  information  and  for  the  direct  study  of 
the  subject  of  taxation  in  each  state  under  some  central 
authority,  preferably  the  tax  commission,  or  the  educational 
institutions  of  each  state,  and  secure  the  co-operation  of  the 
newspapers,  magazines,  and  periodicals  for  the  publicity  end 
of  the  campaign.    The  details  of  such  a  plan  must  be  worked 
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out  according  to  the  available  agencies,  with  particular  refer- 
ence to  the  conditions  in  each  state.  Such  an  organized  study 
of  taxation  should  not  deal  primarily  with  purely  local  issues, 
but  should  be  directed  toward  the  fundamental  principles  of 
taxation,  for  a  better  understanding  of  the  fundamentals 
will  lead  to  a  solution  of  the  local  problems  more  quickly  than 
any  other  plan.  From  my  personal  knowledge  of  the  far- 
mers of  my  own  state  and  from  the  information  that  I  have 
obtained  through  correspondence  with  men  of  other  states,  I 
am  convinced  that  the  farmers  of  every  state  will  furnish  a 
large  membership  for  such  organizations  and  that,  once  in- 
terested in  the  economic  theory  of  taxation,  they  will  be 
found  ready  and  apt  pupils  in  the  study  of  the  subject  and 
will  co-operate  splendidly  in  the  solution  of  the  problems  that 
confront  the  citizens  of  each  state. 


THE  STUDY  OF  TAXATION  IN  COLLEGES  AND 
UNIVERSITIES 

HARLEY   L.    LUTZ 
Professor  of  Economics,  Oberlin  College,  Oberlin,  Ohio 

I  have  been  asked  to  discuss  the  question  of  the  study  of 
taxation  in  American  colleges  and  universities.  The  subject 
presents  several  attractive  phases,  from  which  I  have  selected, 
as  being  of  most  interest  to  this  body,  the  question  of  what 
the  average  student  should  know  about  taxation.  And  since 
he  ought  not  to  be  less  well  informed  upon  this  important 
subject  than  the  average  citizen,  my  task  becomes  substan- 
tially that  of  outlining  the  minimum  knowledge  of  taxation 
which  the  average  citizen  should  possess.  In  what  follows, 
then,  I  have  had  the  average  citizen  as  well  as  the  average 
student  in  mind,  and  the  two  terms  have  been  used,  in  a 
sense,  interchangeably.  Modest  as  my  program  is,  I  am 
laboring  under  no  illusions  concerning  it.  I  fully  realize  that 
most  students,  and  the  great  mass  of  the  voters,  will  require 
long  and  patient  training  before  they  attain  to  even  this  slight 
acquaintance  with  the  theory  and  practice  of  taxation. 

There  is  no  intention  of  limiting  the  scope  of  a  university 
course  in  taxation  to  the  topics  that  I  have  selected  for  dis- 
cussion. In  any  well-organized  course  the  required  and  op- 
tional readings  will  cover  a  much  wider  field  than  that  which 
is  here  suggested.  I  have  endeavored  merely  to  outline  some 
of  the  fundamentals  which  should  be  a  part  of  the  permanent 
intellectual  equipment  of  every  college  student,  and  of  every 
citizen  who  possesses  and  exercises  the  right  of  franchise  on 
public  questions.  To  one  side  have  been  left  also  all  matters 
of  educational  method.  In  this  connection  the  one  point  that 
I  would  insist  upon  is  that  our  students  be  trained  as  fully  and 
as  carefully  as  possible  in  the  technique  of  economic  analysis. 
The  principal  advantage  to  be  gained  from  a  more  widespread 
popular  knowledge  of  taxation  is  a  greater  ability  to  analyze 
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the  economic  effects  of  tax  measures,  and  this  will  be  lost  un- 
less there  is  the  capacity  to  marshal  facts  and  apply  estab- 
lished principles  thereto  in  the  advance  to  sound  conclusions 
Careful  thinking  must,  therefore,  be  a  part  of  our  program, 
whatever  else  be  included. 

As  an  introduction  to  the  subject  proper  and  by  way  of 
an  adequate  orientation  with  regard  to  the  true  significance 
of  taxation,  there  are  certain  preliminary  principles  with 
which  the  student  should  be  familiar.  The  rapid  growth  of 
interest  in  the  study  of  government  and  economics  in  colleges 
and  universities  means  that  most  college  students  will  acquire 
familiarity  with  these  fundamental  principles  and  will  ap- 
proach the  subject  of  taxation  measurably  equipped  for  its 
study.  The  problem  of  educating  the  great  mass  of  the 
people  who  are  destined  not  to  have  the  opportunity  of  college 
training  is  a  very  different  one.  It  can  only  be  met  by  ex- 
tending an  adequate  instruction  in  these  important  social 
sciences  down  into  the  secondary  schools,  and  through  the 
development  of  systematic  educational  programs  by  such 
organizations  as  the  National  Tax  Association.  In  this  con- 
nection the  report  of  the  committee  on  educational  work  will 
be  awaited  with  much  interest. 

The  first  of  these  introductory  or  foundation  principles 
which  the  student  of  taxation  should  learn  is  that  the  burden 
of  taxation  is  a  real  burden,  that  every  dollar  paid  in  taxes 
is  a  real  deduction  from  the  available  income  of  the  com- 
munity, and  that  unless  every  dollar  so  paid  is  properly  ex- 
pended, all  Classes  in  the  community,  taxpayers  and  others, 
are  distinctly  the  losers.  One  need  not  advocate  a  quid  pro 
quo  theory  of  taxation  in  order  to  hold  that  the  taxpayers' 
most  vital  concern  is  in  seeing  that  no  unnecessary  tax  levies 
are  made  and  that  no  public  money  is  spent  uselessly  or 
wastefully.  The  economical  expenditure  of  the  public  funds 
involves,  first,  a  careful  determination  of  the  purposes  for 
which  it  is  proper  to  levy  taxes,  and,  second,  the  manner  in 
which  the  affairs  of  the  state  are  managed.  Let  us  take  these 
up  in  turn. 

First,  then,  what  are  the  purposes  for  which  it  is  proper 
to  levy  taxes?     I  do  not  propose  here  to  give  a  detailed  an- 
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swer  to  this  question,  but  rather  to  point  out  that  the  answer 
will  depend  upon  one's  conception  of  the  functions  of  the 
state.  The  theories  of  the  scope  of  governmental  functions 
range  from  the  extremely  conservative  view  that  government 
is  a  necessary  evil,  the  activities  of  which  should  be  minimized 
to  the  greatest  possible  extent,  to  the  radical  position  that 
every  addition  to  the  state's  functions  reflects  back  upon  the 
productive  forces  of  the  community,  stimulating  and  enlarg- 
ing the  flow  of  income.  The  conservative  theory  was  rendered 
obsolete  by  the  undoubtedly  beneficial  expansion  of  public 
activities  during  the  nineteenth  century.  The  extreme  liberal 
view  is  best  stated,  perhaps,  by  certain  German  writers,  some 
of  whom  have  elevated  the  state  into  a  superhuman  person- 
ality. Upon  the  basis  of  this  philosophy  of  the  state,  the 
German  writers  on  public  finance  have  been  able  to  defend 
and  justify  every  expansion  of  the  public  administration,  in- 
cluding the  immense  appropriations  for  enlarging  army  and 
navy,  on  the  ground  that  these  outlays  distinctly  and  demon- 
strably enhanced  the  productivity  of  the  German  nation.1 
In  America  a  middle  ground  is  taken,  in  theory,  but  there 
has  been  a  steady  tendency  in  the  last  half-century  to  expand 
the  functions  of  the  state  and  the  scope  of  the  administrative 
organization.2 

This  expansion  has  involved  a  more  than  proportionate  in- 
crease of  the  cost  of  government.  While  the  country  was 
growing  rapidly  and  the  exploitation  of  our  virgin  resources 
was  yielding  an  immense  return  at  a  high  rate  of  profit  upon 
the  original  outlays,  this  growth  of  the  public  administration 
bore  but  lightly  upon  the  mass  of  wealth  in  the  community 
and  the  rifling  cost  of  government  received  but  little  attention. 
Indifference  to  the  cost  did  not  prevent,  however,  the  most 

i  E.g.,  Dietzel,  System  des  Stoats- Anleihen.  Cf.  Bullock,  Selected 
Headings  in  Public  Finance,  pp.  19-23;  Stein,  Lehrbuch  der  Finans- 
ivissenschaft,  2d  ed.,  pp.  27-33;  Eheberg,  Finanzwissenscliaft,  5th  ed., 
p.  122. 

2  Our  political  theory  may  be  characterized  as  one  of  expediency  and 
utilitarianism.  Each  addition  to  the  functions  of  the  state  is  judged  by 
the  necessity  or  the  usefulness  of  the  services  involved.  Cf.  Willoughby, 
The  Nature  of  the  State,  chap.  XII;  also  Wilson,  The  State,  chaps. 
XV,  XVI. 
19 
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strenuous  efforts  to  evade  the  tax  burden,  although  the  com- 
petitive struggle  which  has  been  so  universal  a  characteristic 
of  the  history  of  American  taxation  has  been  due  in  large 
part  to  the  defects  of  the  tax  system  whereby  this  tax  burden 
was  distributed  over  the  community. 

But  the  time  is  at  hand  when  more  attention  must  be  given 
to  the  problem  of  the  scope  of  governmental  functions,  the 
cost  of  which  shall  be  met  from  taxation.  The  expansion  of 
public  administration  goes  on  and  the  cost  rises  in  even 
greater  ratio.  Illustrative  figures  have  recently  been  pub- 
lished for  Boston.  The  average  per  capita  expenditure  for 
the  years  1818-21  was  $3.69;  the  average  for  1840-43  was 
$6.09 ;  for  1854-57  it  was  $16.90 ;  for  1883-86  it  was  $33.02 ; 
and  for  1903-06  it  was  $49.01. 1  These  figures  could  be  par- 
alleled from  the  experience  of  almost  any  American  city  or 
state.  Public  administration  appears  to  follow  the  economic 
law  of  increasing  cost.  The  student  of  taxation  and  the 
average  taxpayer  should  grasp  this  important  fact  and  they 
should  overhaul  their  conception  of  the  scope  of  government 
in  order  to  decide  whether  there  be  any  public  activities  now 
financed  by  taxation  that  could  and  should  be  relegated  to  the 
field  of  prices,  or  to  publicly  controlled  private  enterprise,  or 
entirely  abandoned. 

Upon  the  basis  of  his  theory  of  government  the  citizen  must 
formulate  also  the  future  policy  of  expansion.  The  trend  of 
the  times  is  strongly  in  the  direction  of  a  further  extension 
of  the  activities  of  government.  Under  the  stimulus  of  an 
indefinite  but  powerful  yearning  for  a  more  perfect  social 
justice,  many  are  endorsing  this  tendency  in  the  hope  that 
here  lies  the  way  to  the  attainment  of  their  goal.  But  very 
often  it  is  forgotten,  or  never  clearly  seen,  that  these  efforts 
for  a  more  perfectly  organized  society  involve  a  cost,  to  be 
paid  out  of  taxes,  which  may  be  quite  incommensurate  with 
the  results  to  be  achieved.  I  am  not  attempting  to  decide 
whether  the  way  to  social  reform  is  or  is  not  to  be  found  in 
this  direction,  although  I  am  personally  in  grave  doubt  of 
achieving  this  end  simply  by  extending  the  activities  of  gov- 

i  Huse,  Financial  History  of  Boston,  p.  366. 
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ernment.  But  the  important  point  for  emphasis,  both  in 
teaching  the  subject  of  taxation  and  in  its  popular  discussion, 
is  that  the  significance  of  this  trend  be  clearly  seen  and  fully 
appreciated.  It  is  within  the  province  of  the  people,  through 
their  representatives,  to  define  the  public  purposes  for  which 
taxes  shall  be  levied ;  and  it  is  perfectly  proper,  from  the 
standpoint  of  constitutional  law,  for  them  to  decide  upon  a 
steady  expansion  of  governmental  functions.  But  while  the 
productive  wealth  of  the  community  remains  in  private  hands, 
this  means  a  steadily  increasing  tax  burden  which  will  fall 
with  progressively  greater  weight  upon  the  income  of  the 
community.  With  a  more  perfectly  ordered  tax  system  than 
is  now  in  sight  in  any  American  state,  this  tax  burden  might 
ultimately  check  the  increase  of  capital  and  even  dispel  some- 
what the  existing  accumulation.1  The  average  citizen  must 
learn  to  count  the  cost  before  he  votes  to  commit  his  govern- 
ment to  the  provision  of  unlimited  services  for  the  use  of  all 
at  the  expense  of  higher  taxes. 

The  point  that  I  have  in  mind  may  be  seen  more  clearly, 
perhaps,  by  recalling  the  familiar  distinction  between  produc- 
tive and  reproductive  expenditures.  The  latter  are  those  out- 
lays for  some  specific  improvement  from  which  the  original 
cost  may  be  recovered ;  i.  e.,  they  reproduce  themselves.  The 
former  yield  no  direct  financial  return  upon  the  original  out- 
lay, but  they  promote  the  general  social  welfare  and  they 
may  enhance  economic  productivity.  It  is  with  the  merely 
productive  expenditures  that  we  are  most  concerned,  for 
those  that  are  clearly  reproductive  may,  under  proper  condi- 
tions, be  financed  by  public  loans.  But  the  expenditure  that 
is  socially  productive  in  a  positive  though  often  vague  sense 
needs  to  be  scrutinized  with  exceeding  care.  The  very  im- 
possibility of  ascertaining  quantitatively  the  social  gain  to  be 
derived  contributes  to  a  corresponding  haziness  in  counting 
the  cost.  Greater  attention  to  a  proper  classification  of  public 
expenditures  becomes,  therefore,  of  considerable  practical  im- 
portance in  developing  adequate  standards  for  testing  the 
wisdom  of  the  tax  levy. 

i  From  more  than  one  state  comes  the  evidence  that  capital  is  being 
driven  into  hiding  or  out  of  the  state  by  the  excessive  tax  burden. 
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There  is  another  angle  to  the  problem,  that  deserves  notice. 
Many  will  contend  that  the  distribution  of  wealth  under  the 
existing  economic  system  is  fundamentally  unjust  and  that 
the  state  should  exercise  its  taxing  power  for  the  purpose  of 
correcting  this  inequality.  Taxes  fall  chiefly  upon  the  pro- 
pertied class  while  the  public  services,  rendered  for  the 
common  benefit,  are  enjoyed  by  all  those  who  pay  no  taxes. 
Social  justice  demands  that  the  rich  be  taxed  for  the  advan- 
tage of  the  poor,  or  that  the  rich  be  taxed  more  heavily  than 
the  poor  for  the  common  benefit.  Incomes  are  thus  equalized 
and  the  forms  of  economic  distribution  are  modified  in  the 
direction  of  greater  equality. 

1  do  not  here  propose  to  debate  the  justice  or  the  injustice 
of  the  existing  system  of  distribution,  nor  the  question  of  the 
efficacy  of  various  proposed  measures  of  social  reform.  These 
questions  are  foreign  to  the  subject  of  taxation  except  insofar 
as  the  proposal  to  use  the  taxing  power  as  an  agency  of  social 
reform  is  involved.  Professor  Adolph  Wagner  definitely  ad- 
vocates this  policy  in  his  socio-political  theory  of  taxation,1 
and  in  this  country  there  have  not  been  lacking  advocates  of 
similar  views.  Everyone  is  familiar  with  the  pictures  of  the 
ideal  society  presented  by  the  author  of  Progress  and  Poverty, 
to  be  attained  by  a  formidable  use  of  the  taxing  power.  A 
milder  suggestion  looking  to  a  similar  end  has  often  been 
made  in  connection  with  the  inheritance  tax,  which  under  this 
plan  is  to  be  made  strongly  progressive  and  aimed  primarily 
at  ''swollen  fortunes".2  Certain  features  of  the  present  fed- 
eral income  tax,  with  its  high  exemptions  and  progressive 
rates,  appear  to  have  been  inspired  by  this  general  attitude. 

The  use  of  the  taxing  power  for  such  purposes  has  been 
effectively  criticized  by  various  writers.3  Every  student  of 
taxation  should  appreciate  the  significance  of  this  contro- 
versy, the  outcome  of  which  to  my  mind  is  in  the  conclusion 

i  Wagner,  Finanzwissenschaft.  Pertinent  extracts  are  given  by  Bul- 
lock, Selected  Headings  in  Public  Finance,  pp.  178-82. 

2  The  views  of  ex-President  Roosevelt  upon  this  matter,  especially  in 
an  earlier  stage  of  his  career,  are  very  well  known.  Cf.  also  Professor 
Commons '  minority  report  of  the  U.  S.  Commission  on  Industrial  Rela- 
tions. 

3  Cf.  Seligman 's  criticisms  of  Wagner  in  his  Progressive  Taxation, 
pp.  66-72. 


THE  STUDY  OF  TAXATION  293 

that  the  taxing  power  is  not  properly  to  be  used  for  the 
equalization  of  distribution.  Clear  thinking  upon  this  im- 
portant subject  requires  thorough  grounding  in  the  funda- 
mentals of  economic  theory  and  this  training  college  students 
will  ordinarily  receive  in  the  general  course  in  economics,  the 
study  of  which  should  be  a  prerequisite  to  all  other  courses 
in  the  field.  Here,  again,  the  problem  of  popular  education 
is  more  difficult.  Popularizing  economic  theory  is  not  an 
easy  task,  but  the  National  Tax  Association  may  find  that,  as 
a  preliminary  to  its  educational  work  in  taxation,  a  campaign 
of  training  in  the  general  principles  of  economics  is  neces- 
sary. Certainly  the  fundamental  principles  developed  for 
the  science  as  a  whole  apply  in  the  field  of  taxation,  and 
scientific  progress  in  the  latter  cannot  be  made  except  in  obe- 
dience to  those  laws. 

A  second  important  introductory  principle  is  that  the 
public  money,  when  raised,  is  to  be  spent  for  public  purposes 
only.  Whether  the  revenue  be  gotten  as  an  incident  to  some 
end  of  social  regulation  or  whether  the  tax  be  imposed  with 
the  express  object  of  raising  money  for  revenue  purposes,  it 
must  never  be  forgotten  that  the  funds  in  the  public  treasury 
are  to  be  expended  solely  for  public  purposes  and  in  the  most 
businesslike  and  efficient  manner  possible.1  The  standards  of 
the  average  citizen  are  deplorably  low  in  this  respect.  The 
misuse  or  extravagant  use  of  public  moneys  has  been  so  com- 
mon an  occurrence  during  the  past  generation  that  it  has 
almost  ceased  to  excite  comment.  We  have  seen  the  federal  ex- 
penditures expand  since  the  Civil  War,  accompanied  by  most 
disgraceful  episodes  in  connection  with  pensions,  internal 
improvements,  and  other  appropriations.  The  recent  federal 
appropriation  for  aid  in  road  building,  on  the  eve  of  a 
national  election,  presents  additional  possibilities  for  political 
manipulation.2 

i  Cf .  the  able  and  suggestive  review  of  the  numerous  eases  which  have 
involved  this  principle  by  H.  L.  McBain,  ' '  Taxation  for  a  Private  Par- 
pose, "  Pol.  Sci.  Quart.,  XXIX   (1914),  185. 

2  The  abuse  of  the  congressional  franking  privilege,  especially  in 
campaign  years,  is  notorious. 

The  federal  expenditures  are  taken  simply  as  an  illustration.  Equally 
grave  abuses,  involving  waste  and  extravagance,  have  occurred  in  various 
states  and  cities. 
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Flagrant  misuse  of  public  funds  is  not  the  only  way  of  de- 
fying the  principle  of  public  purpose ;  the  slack  and  inefficient 
business  methods  of  many  municipalities,  states,  and  depart- 
ments of  the  federal  government  result  in  an  enormously 
expensive  administration  of  public  affairs.  A  corollary  of 
Smith's  fourth  canon  is  that  the  public  funds  should  be  effi- 
ciently expended  as  well  as  economically  collected.  The  criti- 
cisms which  the  canny  Scotchman  brought  against  the  private 
joint  stock  company  have  been  completely  met  by  the  develop- 
ment of  the  private  business  corporation;  but  his  objections 
to  the  corporate  principle  remain  substantially  valid  if  ap- 
plied to  many  public  corporations.  Substitute  "public  offi- 
cials" for  "joint  stock  directors"  and  "government"  for 
"company",  and  the  following  passage  from  the  Wealth  of 
Nations  would  aptly  serve  as  a  contrast  of  public  and  private 
business  methods : x 

' '  '  Public  officials, '  however,  being  the  managers  rather  of  other 
people 's  money  than  of  their  own,  it  cannot  well  be  expected  that  they 
should  watch  over  it  with  the  same  anxious  vigilance  with  which  the 
partners  in  a  private  copartnery  frequently  watch  over  their  own.  Like 
the  stewards  of  a  rich  man,  they  are  apt  to  consider  attention  to  small 
matters  as  not  for  their  master's  honour,  and  very  easily  give  them- 
selves a  dispensation  from  having  it.  Negligence  and  profusion,  there- 
fore, must  always  prevail,  more  or  less,  in  the  management  of  the  affairs 
of  such  a  '  government. '  ' ' 

It  has  become  a  stock  criticism  of  our  public  administration, 
and  doubtless  well  founded,  that  any  private  business  man- 
aged as  the  public  business  is  managed  would  speedily  be- 
come bankrupt.  The  student  of  taxation  and  the  average 
citizen  must  learn  to  insist  upon  the  application  of  the  same 
principles  of  business  efficiency  in  the  conduct  of  public 
affairs  that  are  now  being  applied  in  the  management  of  pri- 
vate affairs.  Many  are  the  candidates  who  are  elected  on  a 
platform  of  "a  dollar's  worth  of  service  for  every  dollar  of 
taxes,"  but  few  there  be  who  fulfil  the  campaign  pledge.  In 
some  way,  either  by  insistent  and  efficient  popular  education 
on  the  subject  or  by  a  reform  in  the  tax  system  whereby  the 
burden  of  public  expenditure  comes  more  directly  home  to 

i  Smith,  The  Wealth  of  Nations,  Vol.  II,  p.  233. 
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the  individual  taxpayer,  the  people  must  be  taught  to  insist 
that  misappropriation  and  mismanagement  of  the  public 
money  should  stop. 

The  first  object  to  be  attained,  therefore,  in  any  study  of 
the  subject  of  taxation  is  a  greater  respect,  a  keener  appre- 
ciation of  the  true  economic  burden  and  of  the  element  of 
public  purpose  in  the  levy  of  taxes. 

Thus  far  I  have  discussed  the  orientation  of  the  student 
with  regard  to  taxation,  the  point  of  view  from  which  the  sub- 
ject itself  should  be  approached.  I  have  dwelt  at  length  upon 
some  of  these  introductory  principles  because  of  the  very 
great  importance  which  I  feel  attaches  to  them.  Any  taxing 
system,  no  matter  how  perfectly  constructed,  is  ultimately  no 
better  than  the  results  it  produces  as  administered.  The  his- 
tory of  state  income  taxation  illustrates  the  fundamental 
importance  of  proper  and  efficient  administration.  On  the 
other  hand,  the  story  of  the  federal  surplus  during  the  80 's 
reveals  the  perils  to  which  we  are  exposed  as  the  result  of  our 
careless  and  indifferent  attitude  toward  the  fundamental 
policies  of  our  government.  The  senseless  and  insane  war 
which  has  devastated  Europe  for  more  than  two  years  is 
largely  the  product  of  the  false  and  vicious  theories  of  state- 
craft which  have  been  allowed  to  mold  the  course  of  European 
politics.  A  sine  qua  non  of  the  perfect  taxing  system  is  the 
development  of  a  sound,  wholesome,  and  enduring  conception 
of  the  proper  scope  of  the  functions  of  government,  the  cost 
of  which  shall  be  met  from  taxation. 

I  turn  now  to  a  brief  outline  of  the  more  important  topics 
which  should  be  included  in  every  properly  organized  course 
in  taxation.  This  review  can  obviously  be  little  more  than  a 
syllabus,  and  every  experienced  teacher  of  the  subject  will 
doubtless  feel  that  the  omissions  are  numerous  and  important. 
Let  it  be  recalled,  however,  that  my  interest  here  is  not  in 
the  elaborate  definition  of  the  ultimate  boundaries  of  the  sub- 
ject, but  rather  in  the  enumeration  of  certain  fundamental 
principles  which  should  be  the  possession  of  every  intelligent 
citizen.  The  subject-matter  is  perhaps  most  conveniently 
treated  in  two  chief  divisions,  the  principles  of  taxation  and 
the  forms  of  taxation,  or  taxation  in  theory  and  in  practice. 
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The  first  section  of  the  course  should  properly  be  a  study  of 
the  principles  of  taxation,  a  phase  of  the  subject  which  the 
average  person  will  take  up  with  reluctance.  Principles  are 
frequently  difficult  to  understand  and  to  apply,  and  yet  the 
state  can  never  be  assured  of  an  adequate  and  reliable  tax 
system  until  some  of  the  commoner  principles  underlying 
taxation  are  fairly  well  understood  by  the  rank  and  file  of 
the  voters. 

The  first  principle  of  taxation  which  deserves  attention  is 
that  of  the  mode  of  apportionment,  the  question  of  proportion 
versus  progression.  The  method  of  apportionment  which  one 
in  theory  will  approve  goes  back  once  more  to  one's  concep- 
tion of  the  relation  of  the  taxing  power  to  the  distribution  of 
wealth.  Shall  the  collection  of  the  necessary  public  revenue 
leave  the  taxpayers  in  the  same  relative  position  as  before,  or 
shall  the  tax  burden  be  so  allocated  as  to  bear  relatively  more 
heavily  upon  some  than  upon  others?  x 

The  controversy  over  this  issue  has  waged  from  the  time 
of  Adam  Smith.  "Whatever  it  may  be  possible  to  prove  as  to 
the  merits  of  the  case  by  the  refinements  of  economic  theory,2 
in  practice  the  fact  remains  that  progression  is  impossible  of 
application  except  to  a  limited  number  of  tax  forms,  notably 
the  income  and  inheritance  taxes.  For  the  greater  part  of 
our  complex  and  diversified  tax  system  we  must  remain  con- 
tent to  seek  an  approximately  proportional  distribution  of  the 
tax  burden. 

The  most  important  practical  task,  in  this  connection,  is  to 
make  sure  that  the  tax  burden  as  a  whole  is  proportionately 
distributed.  The  average  citizen  is  so  impressed  by  the  essen- 
tial justice  of  the  rule  of  proportion  that  he  very  often  mis- 
takes formal  for  actual  proportion.  The  uniform  rule  has 
been  retained  in  more  than  one  state  constitution  because  of 
the  feeling  that  it  affords  a  guarantee  of  proportional  taxa- 
tion. The  acceptance  of  classification,  and  even  of  the  income 
tax,  has  been  slow  because  of  the  feeling  that  these  substitutes 

i  Cf .  the  discussion  in  Taussig's  Principles  of  Economics,  Vol.  II, 
chap.  66. 

2  Cf .  Carver,  "  The  Ethical  Basis  of  Distribution  and  its  Relation  to 
Taxation."  Annals  of  the  American  Academy,  Vol.  VI,  p.  79. 
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for  the  general  property  tax  involved  a  departure  from  this 
fundamental  principle.  One  of  the  most  valuable  achieve- 
ments that  any  tax  commission  or  any  student  of  taxation 
may  render  is  in  adding  to  and  popularizing  the  mass  of 
evidence  that  already  exists  to  show  the  regressive  character 
of  the  general  property  tax.  The  progress  that  has  been 
made  in  a  few  states  illustrates  the  power  of  efficient  research, 
coupled  with  wide  educational  publicity,  in  overcoming  accu- 
mulated prejudices  in  favor  of  an  established  tax  system. 

A  second  principle  of  taxation  concerning  which  the  gen- 
eral public  is  quite  unenlightened  relates  to  the  shifting  of 
taxes.  The  popular  notion  on  this  subject  appears  to  be  that 
the  tax  is  borne  by  the  person  on  whom  the  tax  is  levied. 
While  there  may  be  occasional  realization  that  shifting  occurs, 
there  is,  of  course,  no  extensive  analysis  of  the  particular 
conditions  upon  which  the  shifting  would  occur  or  of  the  inci- 
dence of  the  tax  itself.  An  apt  illustration  of  the  general 
view  is  found  in  the  doctrine  that  the  customs  duty  is  borne 
by  the  foreign  shipper.  That  this  is  not  merely  the  notion 
of  the  man  in  the  street  is  shown  by  the  recent  statement  of 
one  of  the  United  States  senators  from  Ohio,  who  said  over 
his  own  signature  that  he  liked  the  thought  of  the  foreign 
producer  paying  the  taxes  out  of  which  the  expenditures  for 
armament  against  the  foreigner  were  to  be  made.1  The  pros- 
pect would  be  pleasing,  we  admit,  if  true ;  but  unfortunately 
this  conception  of  the  incidence  of  the  tariff  duty  affords  no 
sound  basis  for  the  protective  system  or  for  extravagant 
appropriations  for  national  defense. 

In  saying  that  the  average  citizen  should  know  something 
of  the  theory  of  the  shifting  and  incidence  of  taxes,  I  do  not 
mean  that  he  should  be  expected  to  follow  this  theory  through 
all  its  intricacies  and  complexities,  concerning  some  of  which 
the  controversy  still  wages.2  It  is  important,  however,  that 
he  should  know  that  taxes  may  be  shifted  and  that  in  aiming 
a  certain  tax  at  a  particular  class  or  industry  he  may  or  may 

i  W.  G.  Harding,  "  Re-enter  Republicanism, "  The  Independent,  81 
(1916),  367. 

2  Cf .  T.  S.  Adams,  ' '  Tax  Exemption  through  Capitalization, ' ' 
American  Economic  Review,  VI   (1916),  271. 
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not  achieve  the  object  of  compelling  this  class  or  industry  to 
bear  a  share  of  the  public  burden.  Neither  is  it  unreasonable 
to  expect  that  he  should  understand  some  of  the  commoner 
conditions  under  which  shifting  is  likely  to  occur.  That  is, 
it  should  be  clear  that  shifting  is  always  a  question  of  the 
degree  of  price  change  that  will  result  from  the  imposition 
of  a  given  tax.  As  Professor  Seligman  points  out  in  his  elab- 
orate study  of  the  subject,  there  are  numerous  considerations 
which  should  modify  this  simple  statement  of  the  value  prob- 
lem involved.  Some  of  the  more  easily  understood  of  these 
relate  to  the  exclusiveness  of  the  tax,  the  mobility  of  capital, 
the  elasticity  of  the  demand,  the  size  of  the  tax,  and  the  point 
of  imposition,  whether  upon  a  final  or  an  intermediate  good. 
More  difficult  to  grasp  are  the  theory  of  tax  capitalization, 
the  question  of  the  extent  to  which  differential  advantages 
affect  the  supply,  and  the  imposition  of  the  tax  on  margin  as 
compared  with  surplus.1  It  is  easy  to  say  that  every  citizen 
should  understand  this  much  of  the  theory  of  shifting;  it  is 
quite  another  to  see  that  the  public  is  adequately  educated. 
I  commend  to  the  attention  of  the  committee  on  educational 
work  the  problem  of  organizing  this  difficult  part  of  the  edu- 
cational program. 

A  further  point  in  the  development  of  the  principles  of 
taxation  is  the  correction  of  the  fallacious  notions  which  still 
prevail  in  many  places  with  regard  to  double  taxation.  The 
average  person  does  not  consciously  and  deliberately  desire  to 
penalize  a  class  of  taxpayers  by  the  infliction  of  improper 
double  taxation.  The  practice  continues  at  numerous  points 
largely  because  of  misapprehension.  In  most  cases  this  mis- 
apprehension is  the  natural  outgrowth  of  the  basic  assump- 
tion of  the  general  property  tax ;  namely,  that  property  is 
the  evidence  of  taxpaying  capacity.  The  confusion  is  in- 
creased by  the  feeling  that  every  individual  should  be  taxed 
in  some  degree.  This  confusion  can  only  be  cleared  up,  and 
the  injustice  involved  in  double  taxation  removed,  by  accept- 
ing the  proposition  that  income  rather  than  wealth  or  prop- 
erty is  the  true  measure  of  taxable  capacity.     It  is  difficult 

i  Seligman,  The  Shifting  and  Incidence  of  Taxation. 
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to  see  how  anyone  with  even  the  slightest  training  in  eco- 
nomics could  fail  to  accept  this  proposition,  a  fact  which 
gives  added  weight  to  the  case  for  a  more  thorough  popular 
education  in  economic  principles  as  a  foundation  for  tax 
reform. 

The  second  principal  division  of  the  subject  of  taxation  as 
I  am  suggesting  that  it  be  taught  relates  to  the  forms  of  taxa- 
tion. Since  certain  definite  tax  structures  are  employed  for 
the  distribution  of  the  financial  burden  of  government,  a  cer- 
tain knowledge  of  these  various  forms  becomes  as  essential  to 
a  proper  judgment  of  the  revenue  system  as  is  a  grasp  of  the 
principles  underlying  the  distribution  of  the  tax  burden.  In 
studying  the  forms  of  taxation,  there  are  three  important 
aspects  to  be  kept  in  mind,  the  history  of  the  particular  taxes 
which  make  up  the  tax  system,  the  detailed  structure  of  this 
system,  and  the  problem  of  changing  or  improving  such  parts 
of  it  as  may  require  closer  adaptation  to  the  revenue  needs 
or  the  economic  and  social  conditions  of  the  times. 

The  value  of  history,  and  especially  of  economic  history, 
as  an  approach  to  all  social  problems  is  being  increasingly 
recognized.  A  moderate  amount  of  historical  material,  wisely 
selected,  is  of  especial  helpfulness  in  the  study  of  the  forms 
of  taxation.  The  literature  is  so  vast,  however,  that  some 
care  should  be  exercised  lest  a  pardonable  academic  interest 
on  the  teacher's  part  in  some  particular  historical  problem 
lead  to  a  distortion  of  relative  values.  With  this  safeguard, 
some  acquaintance  with  the  historical  setting  becomes  indis- 
pensable for  effective  criticism  of  most  forms  of  taxation  now 
in  use. 

Let  us  take  the  general  property  tax  as  an  illustration. 
Naturally,  in  the  treatment  of  this  venerable  institution,  chief 
stress  will  be  laid  upon  the  defects  of  its  theory  and  practice 
under  present  conditions.  This  survey  should  be  supple- 
mented by  a  certain  historical  perspective.  The  student 
should  know,  for  instance,  that  this  tax  has  emerged,  flour- 
ished, and  declined  in  the  life  period  of  every  important 
nation.  He  should  know  also  something  of  the  economic  and 
political  conditions  that  are  favorable  to  its  development; 
and  he   should  have  some  conception   of  its  career  in  this 


300  NATIONAL  TAX  ASSOCIATION 

country.  The  historical  background  will  decidedly  strengthen 
the  conviction,  gained  from  the  inductive  survey,  of  the  hope- 
lessness of  rehabilitating  this  tax  and  the  uselessness  of  con- 
tinuing it. 

An  acquaintance  with  the  history  of  tax  systems  will  serve 
also  as  a  safeguard  against  the  precipitate  adoption  of  freak 
proposals  for  tax  reform.  In  the  course  of  the  long  straggle 
for  an  ideal  tax  system,  many  experiments  have  been  tried 
and  many  failures  recorded.  The  revival  of  certain  of  these 
projects  by  enthusiasts  may  carry  weight  with  those  persons 
unfamiliar  with  the  experience  of  past  generations.  A  cer- 
tain knowledge  of  the  history  of  taxation  becomes,  therefore, 
a  valuable  asset  in  the  campaign  for  sound  tax  reform. 

Furthermore,  it  seems  not  too  much  to  ask  that  every 
citizen  who  by  his  voice  and  vote  assists  in  the  determination 
of  our  public  policy  should  know  in  general  the  details  of  his 
own  tax  system.  He  should  know  something  of  the  actual 
and  potential  sources  of  revenue  for  the  federal  government 
and  for  his  own  state  and  local  governments.  He  should  un- 
derstand, too.  that  various  parts  of  this  revenue  system  dis- 
play differing  degrees  of  fiscal  adequacy  and  reliability.  He 
should  know  something  of  the  principles  and  problems  of 
financial  administration.  I  would  not  have  every  man  a  po- 
tential finance  minister,  but  I  would  expect  him  to  know  the 
general  framework  of  the  tax  system  to  which  lie  is  subject. 
In  these  days  of  the  suffrage  issue  it  might  not  be  unreason- 
able to  provide  that  every  person  of  either  sex  who  eared  to 
vote  should  give  satisfactory  evidence  of  this  degree  of  in- 
telligence regarding  one  of  the  state's  most  important  func- 
tions. 

The  state  tax  officials  are  in  a  position  to  promote  popular 
knowledge  of  the  tax  system  in  a  very  effective  manner.  The 
Minnesota  Tax  Commission  did  an  exceedingly  valuable  piece 
of  work  recently  in  publishing  through  the  newspapers  of  the 
state  a  series  of  articles  describing  in  detail  the  state  tax 
system,  including  its  administrative  features.  For  the  first 
time  in  their  lives  a  large  number  of  citizens  in  Minnesota 
received,  through  these  articles,  an  adequate  conception  of 
the  scope  of  the  state's  financial  system.     In  other  states  the 
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educational  work  of  the  state  tax  commission  has  been  con- 
siderable and  the  familiarity  with  the  details  of  the  tax  sys- 
tem which  this  publicity  has  conveyed  has  been  most  useful 
in  smoothing  the  path  of  the  administrative  officials  them- 
selves. 

The  student  of  taxation  should  also  know  something  of  the 
problems  of  tax  reform.  This  knowledge  must  come  through 
a  patient  and  impartial  study  of  the  operation  of  the  existing 
system  and  an  equally  careful  analysis  of  the  economic  and 
social,  as  well  as  the  financial  effects  of  proposed  tax  meas- 
ures. For  this  work  of  scrutiny  and  investigation  the  co- 
operation of  students  and  practical  tax  administrators  is  of 
the  highest  value  and  importance.  The  average  citizen  must 
rely  largely  upon  the  results  obtained  by  the  expert  students 
of  the  problem,  but  he  must  be  capable  of  judging  and  test- 
ing the  reasonableness  of  these  results  from  his  own  knowl- 
edge of  the  subject.  Only  in  this  way  can  there  be  assurance 
that  the  expert  leader  will  be  able  to  retain  the  confidence 
and  support  of  his  electorate.  Every  public  official  knows 
that  it  is  impossible  to  carry  forward  enduring  reforms  of 
any  nature  at  a  rate  faster  than  the  people  are  moving  in 
their  own  thinking  on  the  subject.  Splendid  as  has  been  the 
record  of  the  National  Tax  Association  in  the  past,  there  may 
be  a  greater  achievement  yet  ahead  in  the  educational  sub- 
soiling  that  will  always  be  a  preliminary  to  the  harvest  of 
sound  tax  laws  and  an  efficient  financial  administration. 

A  proper  grasp  of  the  problems  of  tax  reform  will  also 
serve  as  a  salutary  check  against  too  great  expectations  from 
tax  reform.  Injustice  in  taxation  is  only  one  of  many  causes 
of  the  present  social  unrest,  and  of  the  social  injustice  which 
marks  the  present  economic  system.  The  rash  reformer  who 
sees  in  the  modification  of  the  tax  laws  the  key  to  the  solution 
of  all  our  economic  ills  must  be  patiently  but  firmly  set  right. 
We  must  not  be  led  into  expecting  to  accomplish  more  through 
a  reform  of  the  tax  system  than  it  is  possible  for  tax  reform 
to  achieve. 

Some  final  suggestions  remain  in  concluding  this  hasty  re- 
view of  the  fundamentals  of  taxation.  The  student  should 
not  leave  the  subject  without  acquiring  some  appreciation  of 
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the  need  of  correlating  taxation  with  the  other  fields  of  public 
finance.  For  the  college  student  this  correlation  will  nor- 
mally be  made  by  the  instructor  in  a  second  course,  or  in  an- 
other part  of  the  same  course,  which  will  deal  with  the  other 
phases  of  public  finance.  Taxation  is  only  a  part  of  a  larger 
whole,  and  the  essential  unity  of  this  larger  whole  requires 
as  thorough-going  study  at  every  other  point  as  in  the  field 
of  taxation,  together  with  a  genuine  co-ordination  of  the  vari- 
ous parts  of  the  financial  system.  For  instance,  it  must  be 
made  clear  that  public  expenditures  should  be  wisely  ordered. 
It  would  be  folly  to  develop  the  tax  system  into  a  huge  and 
efficient  money-gathering  machine  without  giving  careful 
attention  to  the  purposes  for  which  and  the  manner  in  which 
this  revenue  is  to  be  expended.  I  have  already  suggested  the 
importance  of  a  study  of  public  expenditures  with  a  view  to 
determining  how  much  farther  it  is  desirable  or  necessary  to 
carry  them.  One  of  the  most  important  principles  of  public 
finance  is  that  the  administration  should  first  determine  the 
necessary  outgo  and  then  find  the  means  of  meeting  this  ex- 
pense. It  would  perhaps  be  difficult  to  point  to  any  large 
part  of  the  recent  increase  in  expenditures  that  could  fairly 
be  called  unnecessary,  but  this  only  complicates  the  problem. 
If  it  is  possible  clearly  to  justify  by  far  the  larger  part  of 
this  enormous  amount,  by  so  much  the  more  carefully  must 
we  proceed  in  any  subsequent  addition  to  this  burden,  how- 
ever worthy  or  justifiable  the  end  to  be  attained  may  seem. 

The  correlation  of  taxation  with  public  credit  is  also  ex- 
ceedingly important.  Public  debts  are  expanding  at  a  no- 
less  rapid  rate  than  public  expenditures.  It  is  a  financial 
commonplace  that  a  bond  issue  is  always  easier  to  obtain  than 
an  increase  in  the  tax  rate.  The  past  generation  has  witnessed 
a  reckless  expansion  of  public  debt  with  little  regard  for 
principles  of  sound  finance  in  its  issue.  Partly  because  of 
extravagance  and  partly  because  of  the  archaic  tax  system 
for  which  they  have  themselves  to  thank,  the  people  of  many 
Ohio  cities  have  been  enjoying  the  luxury  of  financing  current 
operations  by  means  of  loans,  with  the  prospect  of  speedy 
municipal  bankruptcy  ahead.  The  most  discouraging  fact 
about  the  situation  in  Ohio  is  that  there  appears  to  be  little 
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disposition  to  place  the  responsibility  where  it  rightly  be- 
longs, although  this  may  be  expecting  too  much  of  a  state  in 
which,  the  general  property  tax  has  been  sustained  by  in- 
creasing majorities  through  six  different  votes  on  the  propo- 
sition. Meanwhile,  with  the  exception  of  Dayton  and  pos- 
sibly a  few  others,  the  cities  of  the  state  are  feeling  more 
and  more  keenly  the  truth  of  the  adage  that  the  dancers  must 
pay  the  fiddler. 

One  of  the  clearest  illustrations  of  the  manner  in  which  the 
postponement  of  the  cost  of  public  improvements  to  future 
generations  encourages  recklessness  and  looseness  in  financial 
methods  is  seen  in  the  way  public  credit  is  frequently  used 
for  highway  improvement  purposes.  A  recent  federal  bulletin 
on  ; '  highway  bonds ' '  states  that  the  average  maturity  of  this 
class  of  bonds  is  twenty-five  years,  with  a  range  of  ten  to 
forty  years.  In  New  York  a  number  of  issues  have  a  maturity 
of  fifty  years.  The  bulletin  comments  on  this  practice  as 
follows :  1 

"'It  is  an  unfortunate  fact  that  most  highways  do  not  have  a  life 
of  thirty  years,  and  it  is  now  quite  evident  that  the  life  of  the  highway 
and  not  the  apparent  economic  term  of  the  bond  should  determine  the 
length  of  the  loan.  Many  miles  of  natural  soil  road  are  annually  built 
by  thirty-year  bond  issues.  There  is  usually  no  provision  for  repair  and 
maintenance  charges  and  little  business  organization  in  the  county  road 
system.  This  practice  is  financially  dangerous.  No  gravel  road  surface 
can  last  thirty  years,  and  apparently  the  only  road  surfaces  for  which  a 
thirty-year  life  is  recorded  are  surfaces  of  a  far  more  expensive  con- 
struction than  are  usually  built  under  the  bond  issues  reported  to  the 
Office  of  Public  Eoads." 

This  correlation  of  the  tax  system  with  the  other  parts  of 
the  financial  whole  is  most  completely  attained,  of  course, 
through  the  budget.  Our  political  system  in  the  United 
States  has  thus  far  prevented  the  general  introduction  of  effi- 
cient budgetry  methods.  Such  an  advance  is  not  impossible, 
as  the  progress  in  some  states  shows,  but  it  may  involve  some 
modifications  of  our  government  by  checks  and  balances. 
Here  again,  we  should  be  careful  not  to  confuse  the  form 
with  the  substance.    It  is  impossible  to  realize  complete  self- 

i  Extracts  from  Bulletin  136,  entitled  Eighivay  Bonds,  pp.  1,  9,  10. 
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government  without  that  systematic  and  businesslike  ordering 
of  the  public  finances  which  is  involved  in  an  adequate  bud- 
get, and  we  cannot  afford  to  miss  the  reality  for  the  sake  of 
the  shadow  of  an  antiquated  and  clumsy  form  of  democratic 
government  devised  more  than  a  century  ago. 

Finally,  there  must  be  a  more  general  appreciation  of  the 
value  of  expert  administration  in  financial  matters,  for  we 
have  suffered  here  as  in  other  branches  of  the  public  admin- 
istration from  our  average-man  theory  of  government.  A 
government  founded  on  the  proposition  that  all  men  were 
created  equal  could  hardly  develop  otherwise  than  along  the 
line  of  the  assumption  that  any  citizen  was  quite  as  capable 
of  administering  the  affairs  of  state  as  any  other  citizen.  It 
mattered  little  then  who  held  office,  since  he  would  be  as  apt 
to  administer  it  well  as  the  next  man.  But  the  day  of  the 
expert  public  administrator  is  dawning.  The  establishment 
of  schools  of  training  in  public  administration,  and  the 
greater  respect  that  is  already  being  shown  in  some  places 
for  special  qualifications  for  responsible  positions,  indicate 
the  turn  of  public  sentiment.  It  is  significant  that  a  majority 
of  the  laws  which  have  created  state  tax  commissions  have 
contained  the  provision  that  men  shall  be  appointed  who  are 
known  to  possess  skill  and  knowledge  in  matters  pertaining 
to  taxation.  The  long  tenure  of  office  and  the  attractive 
salary  usually  provided  are  further  evidences  of  the  desire  to 
secure  the  advantages  which  will  come  from  the  employment 
of  the  skilled  expert. 

I  realize  that  much  that  I  have  said  is  trite  and  common- 
place to  this  body  of  experts  on  taxation.  But  it  will  be 
neither  trite  nor  commonplace  to  those  entering  upon  the 
study  of  the  subject,  nor  to  the  rank  and  file  of  the  citizens 
from  whom  must  come  the  ultimate  sanction  for  the  taxing 
system.  This  association  could  enter  upon  no  more  profitable 
work  than  the  development  of  plans  for  standardized  system- 
atic instruction  in  taxation,  not  only  in  colleges  and  univer- 
sities, but  also  in  the  public  forum,  to  the  end  that  the  plane 
of  general  intelligence  on  this  subject  be  elevated  to  that 
level  now  occupied  only  by  the  leaders  in  American  taxation. 
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At  the  last  meeting  of  the  National  Tax  Association,  Mr. 
Samuel  T.  Howe,  of  Kansas,  now  our  honored  president,  pre- 
sented a  most  valuable  paper  on  "Popular  Aid  in  Tax  Re- 
form. ' '  In  this  paper  was  forcibly  set  forth  the  urgent  neces- 
sity of  winning  a  widespread  public  support  for  sound  and 
approved  methods  as  to  tax  laws  and  administration.  So 
pregnant  was  this  paper  with  vital  ideas  that  the  educational 
committee  this  year  urges  its  renewed  consideration  by  mem- 
bers of  the  association,  and  feels  that  it  can  best  serve  the 
association  and  the  public  by  endeavoring  to  present  its  report 
for  1916  in  the  form  of  a  supplement  or  sequel  to  Judge 
Howe's  1915  address.  It  is  our  aim  here  to  suggest  such 
specific  plans  as  seem  to  promise  results  in  awakening  to  an 
intelligent  interest  in  taxation  matters  —  federal,  state,  and 
local — a  considerable  and  influential  number  of  our  citizens. 

The  time  is  ripe  for  real  educational  effort.  Never  in  the 
history  of  the  nation  has  there  been  greater  need  for  wide- 
spread comprehension  of  the  actual  facts  and  correct  prin- 
ciples of  taxation  than  exists  today. 

Tax  burdens  are  increasing  alarmingly  and  nearly  every- 
where there  is  a  feeling  that  their  incidence  is  more  or  less 
without  regard  to  equality  or  justice.  The  large  taxpaying 
interests  are  keenly  alive  to  the  increasing  gravity  of  the 
situation  and  oppose  tax  increases,  some  blindly  and  arbi- 
trarily and  others  with  some  intelligence  and  broad  compre- 
hension. The  smaller  taxpayer  and  the  citizen  who  pays  no 
direct  taxes  has  long  been  indifferent  and  failed  to  protect 
his  interests  or  even  fully  to  understand  his  troubles.  He  is 
becoming  awakened,  however,  and  if  awakened  and  organ- 
ized as  a  class  he  will  have  far  more  influence  in  our  demo- 
cratic form  of  government  than  will  the  smaller  number  of 
large  property  holders. 
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The  question  is  whether  this  awakening  force  shall  be  or- 
ganized and  directed  by  the  extremist  and  the  agitator  whose 
chief  opportunity  is  discontent  and  who  is  always  busy,  or 
whether  it  shall  be  directed  through  free  and  broad  discussion 
of  tax  questions  and  the  dissemination  of  correct  information. 
If  the  influence  of  the  extremist  prevails,  a  long  season  of  un- 
reasoning conflict  and  harsh  readjustment  seems  inevitable. 
If  correct  principles  and  authoritative  information  can  be 
brought  clearly  and  forcefully  to  the  attention  of  any  sub- 
stantial percentage  of  our  citizens,  it  will  certainly  be  possible 
to  moderate  this  conflict,  and  ultimately  possible,  let  us  hope, 
to  convince  a  majority  of  the  people  that  the  interests  of  all 
taxpayers,  large  or  small,  are  bound  up  together,  and  that  the 
community  will  profit  most  by  conserving  the  resources  of  the 
taxpayer.  The  most  widespread  interest  possible,  therefore, 
is  desirable. 

This  interest  must  be  more  than  merely  passive  and  acad- 
emic. It  must  be  active  and,  to  a  certain  degree,  militant.  It 
must  be  the  kind  that  will  respond  to  organized  calls  for 
letters  to  congressmen  and  state  legislators,  and  to  adminis- 
trative officials. 

The  aim  of  the  association  should  be  to  increase  its  member- 
ship and  to  extend  its  influence  even  beyond  its  immediate 
membership,  and  to  broaden  its  field  of  interest  to  include 
many  besides  public  officials  immediately  concerned  with  the 
levy  and  collection  of  taxes.  Greatly  as  we  need  and  desire 
the  co-operation  of  these  men  of  practical  experience,  the  Na- 
tional Tax  Association  must  represent  the  taxpayer  and  the 
public. 

Such  representation  can  only  serve  to  lighten  the  labors  of 
the  tax  officials,  as  nothing  so  complicates  and  obstructs  sound 
tax  administration  as  do  frequent  unreasonable  increases  in 
the  rate  and  burden  of  taxation. 

A  campaign  for  any  purpose  in  a  democracy  has  two  essen- 
tials, organization  and  publicity.  Both  to  an  extent  are  inter- 
dependent and  yet  both  may  be  considered  separately.  For 
an  extended  and  continuing  educational  movement  such  as 
that  for  which  the  National  Tax  Association  stands,  there  is 
an  essential  to  organization  which  does  not  appear  in  the 
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brief  campaign  generally  organized  for  securing  an  imme- 
diate end.  That  essential  is  service,  and  we  shall  first  con- 
sider what  may  be  accomplished  in  the  direction  of  popular 
education  on  taxation  matters  through  the  medium  of  organ- 
ization and  service. 

ORGANIZATION   AND   SERVICE 

The  first  thought  of  extending  the  organization  of  the 
National  Tax  Association  naturally  brings  up  the  vision  of  a 
state  branch  of  the  parent  organization  in  each  state  and  a 
county  auxiliary  in  each  county  within  the  jurisdiction  of 
each  state  branch.  Such  an  organization  would  be  an  ideal 
and  extremely  effective  piece  of  machinery.  Some  doubts 
may  be  entertained  as  to  its  practicability,  however.  The 
difficulty  of  creating  and  financing  new  local  organizations  is 
perhaps  the  greatest  obstacle.  In  most  communities  there  are 
already  more  voluntary  organizations  for  various  civic  and 
philanthropic  ends  than  a  good-natured  contributing  public 
can  well  support.  Moreover,  this  method  of  extension  would 
make  the  parent  organization  largely  dependent  for  its 
finances  upon  the  success  of  the  local  organization  in  raising 
money,  and  it  would  be  difficult  in  many  instances  to  secure 
the  financial  returns  due  from  each  branch  to  the  national 
treasury.  In  addition  to  financial  difficulties,  it  is  pointed 
out  that  these  branch  organizations  might  easily  fall  into  the 
hands  of  people  interested  in  narrow  questions.  This  would 
not  reflect  credit  on  the  National  Tax  Association  and  would 
injure  the  movement.  Also  it  is  probable  that  membership  in 
many  of  such  branch  associations  would  be  relatively  small. 

Therefore,  it  appears  that  in  most  cases  the  best  results  can 
be  secured  through  utilization  of  the  organizations  already  in 
the  field,  rather  than  through  the  stimulation  of  new  ones. 

Wherever  active  state  tax  associations  are  in  existence  an 
affiliation  should,  of  course,  be  established.  Affiliation  also 
should  be  sought  on  a  basis  of  membership  in  the  National 
Tax  Association  with  every  commercial,  industrial,  and  civic 
organization  in  the  state  which  is  at  all  representative  of  tax- 
paying  interests.  The  interest  and  co-operation  of  farmers' 
organizations,  real  estate  boards  and  exchanges,  chambers  of 
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commerce,  including  the  many  active  outlying  business  organ- 
izations found  in  large  cities,  federations  of  improvement 
clubs  and  associations,  and  even  labor  assemblies,  especially 
should  be  courted.  These  organizations  not  only  should  be 
asked  to  take  out  a  membership  in  the  National  Tax  Associa- 
tion and  to  pay  a  fee  in  proportion  to  their  abilities,  but  also 
should  be  encouraged  to  create  special  committees  both  to 
look  after  local  tax  problems  and  to  study  taxation  in  its 
broader  phases  for  the  sake  of  the  benefit  that  will  be  derived 
by  applying  the  knowledge  thus  obtained  to  the  solution  of 
local  problems. 

In  its  new  Bulletin  the  National  Tax  Association  has  a  ser- 
vice to  offer  sufficiently  valuable  to  obtain  many  affiliations 
of  this  kind.  These  organizations  also  should  be  asked  to 
name  a  correspondent  to  keep  the  Bulletin  advised  of  matters 
of  local  interest.  Associations  of  taxing  officials  should  be 
approached  in  the  same  way. 

Tt  appears  to  your  Committee  that  it  is  practically  impos- 
sible to  organize  what  is  frequently  referred  to  as  the  "gen- 
eral public"  around  a  question  of  taxation.  Each  line,  each 
group,  must  be  appealed  to  separately.  By  turning  the  atten- 
tion of  each  of  these  groups  to  questions  of  taxation  as  ap- 
plied to  themselves,  it  is  our  belief  that  we  can  bring  about 
an  intelligent  and  active  interest  in  the  problem  of  taxation 
and  a  comprehension  of  these  problems  much  more  quickly 
and  more  satisfactorily  than  in  any  other  way. 

In  such  states  as  have  fully  developed  taxpayers'  organiza- 
tions, with  branches  in  most  if  not  all  the  counties,  this 
work  may  properly  be  intrusted  to  the  state  association.  The 
function  of  the  National  Tax  Association  even  in  these  cases 
will  continue  to  be  the  supplying  of  literature  and  news 
bulletins. 

To  sustain  so  broad  a  line  of  affiliations  as  is  desirable,  a 
distinct  amount  of  service  must  be  rendered.  The  increasing 
value  of  the  service  of  the  association  through  the  sending  out 
by  our  active  and  able  treasurer  from  time  to  time  of  copies 
of  reprints  on  pertinent  subjects,  and  latterly  through  the 
Bulletin,  brilliantly  and  competently  edited  by  our  secretary, 
cannot  be  too  highly  praised,  but  the  committee  urges  that 
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this  service  be  supplemented  and  extended.  There  should  be 
created  a  headquarters  staff  including  at  least  one  traveling 
organizer,  and  an  institute  service  should  be  developed 
whereby  speakers  might  be  sent  to  address  the  organizations 
whose  interest  would  be  sought,  and  any  others  who  might  re- 
quest such  service.  The  speakers  need  not  all  be  connected 
with  the  headquarters  staff.  On  the  contrary,  it  would  be 
better  to  have  most  of  them  selected  from  different  parts  of 
the  country  on  a  voluntary  or  practically  voluntary  basis, 
prepared  when  possible  to  answer  calls  within  convenient 
traveling  distance.  It  would  be  a  great  advantage  to  the 
organizer  in  going  about  the  country  to  be  able  to  offer  the 
service  of  such  a  bureau. 

In  addition,  it  is  suggested  that  the  association  authorize 
the  compilation  and  publication  of  a  thorough  going  manual 
of  assessment  and  public  accounting,  particularly  for  minor 
civil  divisions  such  as  villages  and  towns.  This  could  be  dis- 
tributed gratuitously  to  public  officials  throughout  the  coun- 
try and  undoubtedly  would  have  considerable  sale  as  a  text- 
book. It  would  be  necessary  to  pay  some  competent  authority 
or  authorities  to  get  up  such  a  work,  as  its  compilation  would 
require  considerable  time  and  entail  some  expense,  but  men 
capable  of  preparing  a  helpful  and  practical  work  of  this 
kind  are  available  among  the  membership  of  the  National  Tax 
Association. 

The  committee  realizes  that  as  conditions  are  today  there 
would  be  some  waste  involved  in  this  free  distribution,  be- 
cause of  the  fact  that  a  good  many  local  officials  would  make 
no  use  of  the  manual.  A  goodly  number  of  progressive  and 
enlightened  men  undoubtedly  would  make  good  use  of  such  a 
publication.  The  fear  has  been  expressed,  however,  that  pos- 
sibly a  majority  would  prefer  to  continue  with  the  time- 
honored  method  of  assessment  by  guesswork,  and  would  per- 
sist in  this  method  unless  aroused  by  demands  of  taxpayers 
in  their  districts  for  a  more  scientific  and  effective  valuation 
of  property.  If  this  fear  is  well  founded,  it  would  perhaps 
be  wise  to  defer  the  preparation  of  the  manual  until  the  work 
of  organization  and  education  had  been  a  little  further  ex- 
tended.   On  the  other  side,  however,  it  may  be  argued  cogently 


310  XATIOXAL  TAX  ASSOCIATIOX 

against  the  delay  that  the  book  will  be  of  great  value  to  those 
already  progressively  inclined  and  could  not  fail  to  be  a  stim- 
ulus to  all  taxing  officials.  Moreover,  such  a  work  undoubt- 
edly would  add  greatly  to  the  prestige  of  the  association. 

State  officials  in  getting  out  state  manuals  should  be  en- 
couraged to  quote  it  most  freely,  even  to  reproduce  whole 
chapters  and  parts  without  cost.  Nine-tenths  of  our  problem 
would  be  to  arrest  the  attention  of  the  average  assessor.  Put 
technical  ideas  in  non- technical  language.  If  this  is  done, 
nothing  would  so  well  advertise  the  association  as  this  book. 
There  are  perhaps  50,000  assessors  in  the  country.  To  get  it 
into  their  hands  and  to  have  it  constantly  quoted  in  courts 
and  before  commissions  would  make  the  National  Tax  Asso- 
ciation the  biggest  tax  force  in  the  country.  For  this  sugges- 
tion the  committee  is  indebted  to  Dr.  Adams,  and  we  regard 
it  as  most  valuable. 

The  committee,  therefore,  strongly  endorses  the  idea  of  pre- 
paring such  a  manual  and  suggests  that  the  time  for  its  pub- 
lication be  left  to  the  officers  and  executive  committee,  who 
undoubtedly  will  wish  to  consult  those  alert  representatives 
of  officialdom  whose  activities  have  long  been  helpful  to  the 
National  Tax  Association. 

It  is  suggested  that  the  association  may  well  offer  co-opera- 
tion with  the  recently  created  National  Efficiency  Commis- 
sion, and  kindred  organizations,  not  with  a  view  to  intruding 
upon  the  technical  work  of  preparation,  but  with  a  view  to 
supplementing  and  strengthening  the  demand  for  this  work 
by  stirring  up  state  and  local  sentiment  for  efficiency  and 
economy  in  the  national  government  —  a  sentiment  which 
would  be  reflected  in  the  attitude  of  congressmen.  The  Na- 
tional Tax  Association  is  today  especially  fitted  to  participate 
in  this  particular  educational  work  because  it  comes  in  con- 
tact with  so  many  state  and  local  taxing  officials,  and  these 
officials  are  not  only  interested  in  the  promotion  of  economy 
but  are  influential  in  many  ways. 

And  last  but  not  least  in  importance  comes  a  suggestion  for 
still  another  line  of  service  and  co-operation. 

We  believe  it  to  be  true  that  a  vast  amount  of  needless 
friction,  uncertainty,  and  litigation  comes  from  the  mass  of 
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half-baked  tax  laws,  poorly  drawn  and  drawn  without  any- 
thought  of  their  relation  to  laws  or  values  of  another  state, 
and  of  the  reaction  which  will  result.  We  believe  our  asso- 
ciation may  well  take  time  to  study  the  matter  of  uniformity 
and  interstate  comity  in  tax  laws;  and  get  up  a  list  of  those 
tax  laws  which  ought  to  be  uniform  in  purpose,  object,  and 
structure  (not  as  to  rates). 

To  this  end  we  should  add  to  our  list  of  co-operating  organ- 
izations the  uniform  law  commissions  of  the  various  states  and 
also  the  American  Bar  Association.  That  is  a  recommenda- 
tion your  committee  adopted  at  the  suggestion  of  Mr.  Holcomb. 

PUBLICITY 

It  is  one  thing  to  desire  publicity  and  quite  another  thing 
to  obtain  it,  especially  when  the  subject  for  which  news  and 
editorial  space  is  asked  is  so  generally  technical  and  heavy  as 
taxation.  We  have  no  fault  to  find  with  the  editors.  On  the 
contrary,  we  owe  them  much  gratitude,  for  the  wonder  is  that 
we  get  as  much  space  and  as  intelligent  "write-ups"  and  edi- 
torial comments  as  we  do  for  the  various  questions  of  taxation 
that  arise  in  different  parts  of  the  country.  Wherever  the  in- 
telligent newspaper  discussion  of  tax  problems  is  noted,  it  is 
an  indication  that  the  personal  interest  of  some  one  high  in 
authority  on  the  newspaper  has  been  intelligently  aroused. 
It  should  be  the  aim  of  the  association,  therefore,  to  gain  the 
personal  interest  and  co-operation  of  editors  and  writers 
throughout  the  country.  They  are  the  real  educators  of 
public  opinion  in  the  mass;  that  is  to  say,  they  reach  more 
people  than  do  all  the  organizations  put  together. 

While  we  are  seeking  organization  co-operation,  therefore, 
we  should  not  forget  the  editorial  and  press  associations  in  the 
various  states  as  well  as  the  national  ones.  We  believe  it 
would  be  well  worth  while  to  add  to  the  delegate  list  of  our 
national  conferences  a  representative  named  by  each  state 
press  association. 

The  editor,  however,  always  has  to  consider  the  wishes  of 
the  reading  public  and,  great  as  is  his  desire  to  educate  his 
readers,  he  cannot  do  so  at  the  risk  of  making  his  paper  dull 
and  uninteresting.     To  make   an  item  concerning  taxation 
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compete  for  interest  with  a  murder  story,  a  spicy  scandal,  or 
a  good  feature  story  calls  for  considerable  attention  from  a  re- 
write artist  of  no  mean  ability.  The  average  editor  has  neither 
a  large  staff  at  his  command  nor  very  much  spare  time.  It  is 
unfair  to  him  to  ask  that  he  put  all  the  tax  news  that  comes 
to  him  into  readable  form.  To  meet  this  situation  we  suggest 
that,  while  the  National  Tax  Association  Bulletin  be  given  a 
somewhat  wider  circulation  among  the  newspapers,  this  ser- 
vice be  supplemented  by  a  press  clip  sheet  service  sent  out 
once  in  two  months,  or  oftener  if  desired.  The  articles  on 
this  clip  sheet  should  present  a  correct  expression  of  pending 
proposals,  or  of  fundamental  principles  to  which  public  atten- 
tion ought  to  be  directed.  Each  article,  however,  should  be 
brief ;  should  be  stripped  of  technical  language  and  reference ; 
should  be  clear;  and  above  all  wherever  possible  should  illus- 
trate the  point  by  some  reference  of  general  interest.  For 
example :  the  evils  of  the  general  property  tax  will  be  brought 
home  to  the  reader  more  forcibly  by  an  account  of  the  com- 
plaints of  a  widow,  or  a  mortgagor  farmer  or  householder  be- 
fore the  board  of  review,  or  by  a  story  of  an  impoverished 
parent  who  lists  six  children  as  bis  sole  personal  property  in 
making  his  returns  to  the  board  of  assessors,  than  by  reprint- 
ing two  solid  pages  from  the  best  thesis  ever  written.  Fea- 
tures of  this  kind  should  not  be  overplaj^ed,  but  with  a  page 
made  up  with  one  story  of  this  sort  and  with  the  other  items 
presented  in  clear,  readable,  and  brief  form,  the  service 
would  "take,"  and  reprints  from  the  Bulletin  would  appear 
in  a  surprising  number  of  papers  both  large  and  small 
throughout  the  country. 

The  offering  of  prizes  for  essays  on  specified  topics  of  taxa- 
tion also  is  suggested.  This  will  stimulate  competition,  and 
competition  will  beget  discussion  and  inquiry.  This  in  turn 
will  broaden  and  make  more  intelligent  public  interest.  A 
prize  might  be  offered  for  the  best  essay  in  each  state  and  a 
national  prize  might  be  offered  for  the  best  of  the  essays  which 
had  won  state  prizes.  Such  a  competition  would  give  a  basis 
for  publicity  in  practically  every  corner  of  every  state.  A 
contest  of  this  kind,  of  course,  should  be  widely  advertised  in 
order  to  get  the  best  results  from  every  point  of  view. 


EEPOET  OF  COMMITTEE  ON  EDUCATIONAL  WORK      313 

If  each  special  committee  appointed  by  the  various  co- 
operating organizations  would  make  it  a  point  to  get  into  per- 
sonal communication  with  local  editors  and  publishers,  it 
would  be  exceedingly  helpful.  The  national  organizer  (if  the 
position  be  created)  and  the  officers  of  the  National  Tax  Asso- 
ciation in  traveling  about  the  country  should  make  it  a  point 
wherever  possible  to  call  upon  the  local  newspaper  heads  and 
interest  them  in  current  problems  and  in  the  activities  of  the 
association. 

Perhaps  a  word  might  be  said  as  to  state  and  local  cam- 
paigns for  specific  issues  of  reform.  Many  tax  reform  move- 
ments have  failed  for  lack  of  proper  organization,  education, 
and  publicity.  First  must  come  missionary  work  among  or- 
ganizations representing  the  leading  lines  of  agriculture, 
business,  industry,  labor,  improvement,  and  neighborhood 
activities.  Five  men  in  a  county,  if  intelligent  and  influential, 
constitute  an  organization  of  surprising  strength  when  all  are 
actively  interested.  The  basis  then  exists  for  speaking  cam- 
paigns, extension  of  organization  through  circularization  of 
selected  lists  supplied  from  each  county,  and  for  the  publicity 
campaign  either  through  clip  sheet  service  or  boiler  plate 
matter  or  both.  Needless  to  say,  an  organizer  is  essential  to 
such  a  campaign,  and  in  his  travel  he  must  not  fail  to  see  each 
newspaper  editor  in  every  town  he  visits. 

Douglas  Sutherland,  Chairman 
Henry  B.  Gardner 
Frederick  B.  Garver 
F.  J.  Lisman 
George  Lord 


DISCUSSION 

Mr.  Oscar  Leser,  of  Maryland:  Apropos  of  one  of  the 
matters  discussed  in  Mr.  Brislawn's  paper,  the  gentleman 
refers  to  taxation  of  mortgages.  The  new  federal  farm  credits 
law  exempts  mortgages  issued  under  that  law  from  taxation. 
I  should  not  be  surprised  if  within  ten  years  at  least  four- 
fifths  of  the  states  without  constitutional  exemption  of  mort- 
gages will  do  so. 

Chairman  Wolcott  :  It  not  only  exempts  mortgages,  I  un- 
derstand, but  the  securities  that  they  sell. 

Mr.  Vanderveer  Custis,  of  Washington:  I  do  not  think 
that  Mr.  Brislawn's  paper  mentions  it,  but  mortgages  are  now 
exempt  in  Washington. 

Chairman'  Wolcott:  It  is  an  excellent  paper.  It  is  sur- 
prising that  the  farmers  are  not  more  interested  in  tax  reform. 
Real  estate  bears  about  57.5  per  cent  in  Indiana  of  the  burden 
of  taxation  —  I  mean  represents  about  57.5  per  cent  of  the 
property  for  taxation — but  actually  bears  about  65  per  cent 
of  the  burden.  But  it  is  difficult  indeed  to  instruct  them,  as 
Mr.  Brislawn  shows,  on  account  of  the  fact  that  they  imagine 
that  they  would  suffer  from  any  change  in  conditions.  Some 
time  they  will  wake  up  and  recognize  that  this  taxation  ques- 
tion is  the  most  important  one. 

Mr.  Douglas  Sutherland,  of  Illinois :  I  am  going  for  just 
a  minute  back  to  the  beginning  of  our  tax  reform  movement 
in  Illinois.  I  am  going  back  to  ancient  history  because  it  in- 
volves a  gentleman  here  present,  Mr.  Lawson  Purdy,  who 
came  to  Illinois,  I  think,  about  1905  or  1906,  and  addressed  a 
small  group  of  gentlemen  gathered  under  the  auspices  of  the 
Civic  Federation  of  Chicago  at  the  Union  League  Club.  That 
gave  rise  to  the  organization  of  a  special  committee  represent- 
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ing  not  only  Chicago  but  some  other  of  the  larger  points  in 
the  state.  That  committee  drafted  a  constitutional  amend- 
ment providing  for  classification  of  property.  That  amend- 
ment was  introduced  in  the  senate.  The  revenue  committee 
was  loath  to  act,  but  compromised  by  presenting  a  bill  for  a 
special  tax  commission  to  investigate  the  whole  subject.  That 
bill  was  faulty  in  form  as  it  passed,  but  in  the  session  follow- 
ing, in  1909,  it  was  passed  in  corrected  form,  and  the  com- 
mission was  appointed. 

A  good  deal  has  been  said  about  the  influence  and  interest 
of  farmers  in  taxation.  The  farmers  in  Illinois  are  pretty 
intelligently  interested  in  the  subject  of  taxation.  They  are 
pretty  well  convinced  that  classification  is  a  correct  principle 
from  the  farmer's  point  of  view.  I  think  they  are  so  inter- 
ested largely  because  of  the  presence  on  that  special  tax  com- 
mission of  two  farmers.  One  of  these  was  the  late  A.  P. 
Grout,  of  Winchester,  Scott  County,  active  for  many  years  in 
the  Farmers'  Institute,  in  the  Alfalfa  Growers'  Association,  a 
man  of  unusual  mind,  and  exceedingly  forceful  and  influen- 
tial among  the  farmers  of  the  state.  He  consented  to  the 
amendment  and  took  an  active  interest  thereafter  in  getting 
the  organizations  with  which  he  was  connected  to  understand 
what  the  proposition  meant.  Ben  F.  Caldwell,  of  Springfield, 
was  another  man  of  large  farm  holdings,  a  farmer  who  had 
retired,  and  his  influence  was  great  on  the  same  side.  The 
amendment  was  pending  before  our  general  assembly  for  two 
sessions  without  action  and  finally  was  submitted  by  the  last 
session  in  1915.  The  reason  it  was  submitted,  I  think,  is  be- 
cause we  largely  followed  some  of  the  ideas  that  have  been 
suggested  here.  In  the  first  place  we  started  out  to  organize. 
The  first  organizing  we  did  was  through  the  organizations  that 
already  existed — first,  the  real  estate  boards  in  Chicago.  This 
line  naturally  appealed  to  the  farmers.  Then  we  interested 
the  farmers;  and  then  other  organizations,  the  druggists,  the 
manufacturers'  association,  and,  finally,  the  bankers'  associa- 
tion. Personally  I  made  a  trip  through  a  number  of  the  coun- 
ties of  the  state,  I  should  say  one-third  of  them,  in  1914.  In 
those  counties,  by  personal  work,  by  correspondence  in  other 
counties,  we  started  an  organization.     It  was  a  grape-vine 
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proposition.  By  getting  a  man  to  give  ns  a  list  of  names  we 
finally  grape-vined  the  organization  until  we  had  the  nucleus 
of  an  organization  in  every  county  in  the  state.  The  result  is 
that  in  one  county  where  they  have  no  railroad  our  chief  rep- 
resentative is  a  farmer,  the  head  of  the  institute,  and  he  is  a 
live  wire ;  you  will  find  practically  the  same  thing  in  many 
other  counties.  I  am  not  saying  that  the  amendment  is  going 
to  carry.  I  am  not  counting  the  chickens  before  the  eggs  are 
hatched,  but  things  are  in  better  shape  than  they  have  been 
in  some  other  states.  We  have  the  requirement  that  the 
amendment  must  receive  a  majority  of  all  the  votes  cast,  and 
that  is  a  considerable  requirement  to  overcome.  It  means  that 
you  have  to  overcome  more  than  opposition,  you  have  to 
overcome  apathy.  We  are  working  through  the  newspapers. 
The  editors  have  given  us  fine  treatment.  We  have  not  been 
able  to  give  them  much  help,  have  not  done  any  advertising, 
but  they  have  used  our  clip-sheet  service.  In  1912  they  used 
some  boiler-plate  we  sent  them,  used  it  freely;  and  we  have 
just  sent  out  a  proof-sheet  of  the  first  page  of  what  we  hope 
to  send  them  in  closing  up  our  campaign  during  the  next 
sixty  days.  But  we  are  not  satisfied  with  that  and  want  to 
get  every  paper  in  the  state  we  can.  We  are  sending  to  mem- 
bers of  our  campaign  committee  letters :  ' '  Go  to  your  news- 
paper man;  is  he  taking  our  service?  If  not,  why?  Will  he 
give  all  the  publicity  possible  between  now  and  election  day  ? ' ' 
We  are  working  through  every  organization  in  the  state, 
through  two  farmers'  organizations,  the  druggists',  the  retail 
merchants',  through  the  bankers',  through  the  manufactur- 
ers', and  through  the  association  of  real  estate  exchanges  in 
the  state.  We  hope  to  get  results,  but  elections  are  things  that 
you  can  tell  the  most  about  the  day  after,  and  with  us  it  is 
largely  a  matter  of  faith  and  hope. 

Mr.  A.  H.  Davison,  of  Iowa :  I  trust  that  this  meeting  will 
not  understand  from  the  reference  to  the  United  Taxpayers' 
League  of  Iowa,  in  the  paper  of  Mr.  Brislawn,  that  the  atti- 
tude of  that  league  is  in  any  way  representative  of  the  far- 
mers of  Iowa.  There  is  no  taxpayers'  uprising  in  the  state  of 
Iowa.    We  are  afflicted  with  the  high  cost  of  living  just  as  you 
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are  in  any  community.  We  want  more  things  and  better 
things.  We  would  like  a  few  of  the  gravel  roads  we  have 
seen  around  Indianapolis.  We  have  not  even  that  much  yet; 
we  have  a  little,  but  not  very  much  of  it.  Our  people  want  a 
little  progression,  but  there  is  no  general  uprising  against 
taxation  or  the  state  highway  board. 

Mr.  Ralph  W.  Thomas,  of  New  York:  I  regret  that  the 
paper  on  the  training  of  assessors  was  not  presented.  The  re- 
port of  the  committee,  however,  makes  pertinent  a  brief  report 
on  the  work  of  this  character  that  has  been  done  in  New  York 
state  during  the  last  year. 

The  present  tax  commission  in  New  York  was  appointed  on 
the  15th  of  April,  1915.  We  found  at  that  time  that  there 
Mas  very  little  of  the  spirit  of  co-operation  between  the  local 
assessors  and  the  state  tax  department.  Let  me  call  your 
attention  to  the  fact  that  in  November,  1915,  a  tax  amendment 
to  the  state  constitution  was  submitted  to  the  people  of  our 
state  which,  among  other  tilings,  gave  to  the  legislature  the 
power  to  provide  that  the  property  of  public  utility  corpora- 
tions might  be  assessed  by  a  central  body.  Misled  by  flagrant 
misrepresentations,  the  people  gained  the  idea  that  the  amend- 
ment was  an  attack  upon  their  home  rule  rights  in  taxation, 
and  so,  while  they  defeated  the  general  amendments  to  the 
constitution  submitted  at  the  same  time  by  a  majority  of 
600.000,  the  tax  amendment  was  defeated  by  an  even  greater 
majority.  In  New  York,  therefore,  we  have  had  to  go  ahead 
upon  the  basis  of  the  township  assessor  elected  by  the  people 
and  wTe  have  been  giving  our  attention  to  the  problem  of  how 
to  make  the  best  of  the  present  situation. 

Our  first  step  was  this:  For  the  first  time  in  our  history 
we  were  able  under  the  law  to  call  a  meeting  of  all  the  asses- 
sors of  the  state,  at  Albany.  We  have  something  like  3,000 
assessors  in  the  state  of  New  York,  and  we  had  at  that  meet- 
ing an  attendance  of  about  2,500.  We  had  addresses  by  such 
men  as  Governor  Charles  S.  Whitman,  Mr.  Lawson  Purdy, 
Professor  Thomas  S.  Adams,  Senator  Ogden  L.  Mills,  and 
Hon.  Martin  Saxe,  president  of  the  state  tax  commission. 
Hight  there  in  that  meeting  we  took  the  first  step  forward. 
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We  got  what  we  were  after,  and  from  all  over  the  state  of 
New  York  within  two  weeks  the  results  began  to  come  back 
to  us.    We  had  waked  up  a  state  in  a  rather  remarkable  way. 

I  want  to  emphasize  the  advantages  of  that  meeting  to  the 
assessors  in  the  state.  At  the  conference  we  had  a  question 
box.  Some  of  the  questions  were  wide  of  the  mark,  but  we 
had  many  good  questions  and  all  that  were  worth  while  we 
published  with  answers  in  the  first  New  York  State  Tax  Bul- 
letin. We  sent  a  copy  of  the  bulletin  to  every  assessor  and 
every  supervisor  in  the  state.  These  questions  that  the  asses- 
sors asked  came  right  from  their  experience.  I  will  read  the 
first  one :  "  To  what  amount  is  a  pensioner  exempt  ? ' '  That  is 
the  way  they  run.  They  are  practical  to  the  last  degree.  All 
told,  we  published  over  20  pages  of  questions  and  answers  of 
that  sort.  Then  we  sent  out  a  general  report  of  the  meeting 
in  another  bulletin.  After  that  we  issued  a  bulletin  similar  to 
the  one  which  has  been  suggested  here,  namely  a  manual  of 
instruction  for  assessors.  The  idea  in  writing  that  manual 
was  to  start  out  with  the  assessor  doing  his  field  work  and 
carry  him  right  through  to  the  end  of  his  work,  until  his 
assessment  roll  had  been  completed.  We  have  had  many 
favorable  comments  on  that  work.  Those  three  bulletins  were 
of  great  value  in  our  work.  The  fourth,  a  compilation  of  the 
tax  law  with  the  amendments  of  1916,  is  to  be  published  soon. 

Then  there  are  the  county  visitations  which  the  members  of 
the  state  tax  commission  are  required  to  make  personally.  We 
are  required  to  visit  each  county  in  the  state  at  least  once  in 
two  years.  Commissioner  Knapp  and  I  have  since  April,  1915, 
been  in  each  county  in  the  state.  We  have  gathered  the  asses- 
sors of  each  town  in  the  county  and  the  supervisor  of  the  town 
right  around  the  table  and  examined  them  carefully  on  the 
character  of  the  work  that  they  are  doing.  Each  member  of 
the  commission  is  a  lawyer  and  we  went  at  the  work  in  the 
fashion  and  on  the  principle  of  cross-examination,  not  to  an- 
tagonize, but  in  the  endeavor  to  bring  the  assessors  to  our 
way  of  thinking,  our  whole  purpose  in  this  campaign  of  edu- 
cation being  to  arouse  in  3,000  men  the  spirit  of  co-operation 
with  the  state  tax  commission.  Once  in  a  while  we  would 
advert  to  the  amendment  of  1915,  by  which  the  state  tax  com- 
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mission  either  on  complaint  of  a  taxpayer  or  on  its  own 
motion  can  take  the  local  board  of  assessors  of  a  town  before 
a  supreme  court  justice  in  that  district  on  a  show-cause  order 
and  either  have  their  assessment  roll  brought  up  to  where  it 
ought  to  be  or  else  have  the  entire  assessment  annulled  and  a 
new  one  made  at  the  expense  of  the  district.  We  have  not 
yet  found  it  necessary  to  bring  such  an  action,  but  the  power 
is  there,  if  it  should  be  necessary  to  use  it.  I  may  say  that 
we  seriously  contemplate  bringing  two  such  actions  in  the  near 
future.  You  see  how  New  York  conservatism  comes  out  there. 
"We  asked  power  for  the  tax  commission  to  go  into  the  dis- 
trict directly  and  change  the  assessment.  Our  people  said  no, 
and  in  such  decided  tones  that  we  had  to  take  the  provision 
out  of  the  proposed  law.  All  we  can  do  now  is  to  go  before  a 
supreme  court  judge  in  that  district  and  apply  to  have  the 
roll  changed.  In  New  York  we  have  to  do  these  things  a  step 
at  a  time. 

Now  you  ask  me:"  What  have  you  done  in  this  one  year  as 
a  result  of  this  campaign?"  According  to  the  last  figures 
available  before  I  left  Albany,  we  think  that  on  this  policy  of 
appeal  without  using  any  attempted  coercion  we  have  in- 
creased the  assessed  valuation  of  real  estate  in  the  state  of 
New  York  in  1916  over  1915  at  least  $300,000,000.  We  hope 
it  is  going  to  be  even  greater  than  that  and,  when  I  tell  you 
that  our  assessed  valuation  was  already  in  the  neighborhood 
of  $12,000,000,000,  you  can  see  what  that  means — and  all  this 
was  done  simply  by  appealing  to  the  spirit  of  co-operation  in 
the  local  assessor.  In  a  conversation  yesterday  with  Dr. 
Adams,  which  grew  out  of  some  remarks  made  here  as  to  the 
local  assessor,  he  said :  ' '  Our  experience  has  been  that  about 
one-third  of  the  local  assessors  are  all  right,  there  is  another 
one-third  of  them  that  are  perhaps  on  the  border  line,  and  the 
other  one-third  ought  to  be  put  out."  Our  experience  in  New 
York  would  seem  to  be  that  more  than  one-third  of  our  elected 
assessors  meet  us  more  than  halfway  and  are  competent  to 
do  their  work,  and  wTe  feel  much  encouraged  by  the  results 
achieved  by  this  campaign  of  education. 

I  want  to  ask  the  members  of  the  conference  one  question. 
We  have  established  in  the  state  of  New  York  the  principle  of 
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the  governor's  power  to  remove  an  elected  official.  On  charges 
the  governor  has  removed  the  sheriff  of  a  comity.  Within 
four  or  five  weeks  he  has  removed  a  county  clerk,  and  he  has 
the  power  to  remove  the  mayor  of  a  city.  All  these  are  elec- 
tive officers  of  considerable  importance  and  standing.  How 
do  you  think  it  would  work  if  somewhere  there  were  lodged 
the  power  to  remove  an  elective  assessor?  To  do  the  thing 
well,  it  should  be  understood  in  the  various  tax  districts  that 
it  would  hardly  be  worth  while  to  elect  an  incompetent  asses- 
sor, because  as  soon  as  his  incompetency  was  demonstrated  he 
would  be  removed.  Could  we  make  the  rule  definite  enough 
so  that  the  removal  would  stand?  That  appears  to  be  the 
only  way  now  in  New  York  to  get  at  the  point,  because  we  are 
to  have  elective  town  assessors  in  New  York  for  years  to  come. 

Mr.  K.  K.  Kexxax,  of  Wisconsin  :  I  believe  the  plan  of 
giving  instruction  in  assessment  is  absolutely  practicable.  For 
years  my  business  brought  me  into  contact  with  assessors  in 
many  different  localities.  I  found  most  of  them  to  be  good, 
honest  men  who  were  anxious  to  make  a  fair  assessment,  but 
did  not  know  just  how  to  do  it. 

It  seems  to  me  that,  if  there  wen1  a  school  where  newly- 
elected  tax  officials  could  take  a  short  course  under  competent 
teachers,  many  would  avail  themselves  of  the  opportunity. 
Possibly  I  am  too  ambitious  in  expecting  to  establish  such  a 
school  as  a  separate  institution,  but  it  might  be  grafted  on  to 
some  department  in  the  larger  universities.  There  is  no  doubt 
that  a  great  deal  of  excellent  instruction  in  the  general  theory 
of  taxation  is  given  by  the  professors  of  political  economy  in 
our  colleges  and  universities,  but  this  instruction  does  not  in- 
clude practical  details  or  problems  of  administration.  I  be- 
lieve that  there  is  sufficient  demand  for  expert  knowledge  in 
tax  matters  to  justify  the  establishment  of  a  "School  of  As- 
sessment and  Taxation. ' ' 

Mr.  Samuel  Lord,  of  Minnesota :  I  might  say  to  the  gentle- 
man from  New  York  that  we  have  had  a  little  experience  in 
Minnesota  along  the  line  of  removing  assessors.  In  our  state, 
as  in  New  York,  the  governor,  upon  written  complaint  and 
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after  giving  the  accused  person  au  opportunity  to  present  his 
defense,  has  the  power  of  removal.  In  all  cases  where  we  have 
appointed  special  assessors  and  made  reassessments  of  per- 
sonal property  or  real  estate  and  the  reassessments  have  indi- 
cated clearly  a  wilful  intention  on  the  part  of  the  regular 
assessor  to  depart  from  the  law  and  to  violate  his  oath  of 
office,  we  have  presented  the  facts  to  the  governor  in  the  form 
of  a  properly  drawn  complaint,  and  in  every  case  the  accused 
assessor  has  promptly  resigned.  Not  one  of  them  has  had  the 
courage  to  stand  trial.  In  a  few  instances  where  reassess- 
ments have  been  made,  the  communities  involved ,  at  the  first 
opportunity  thereafter,  have  condemned  the  action  of  the  tax 
commission,  so  far  as  it  was  in  their  power  to  condemn,  by 
re-electing  the  guilty  assessors,  usually  by  an  overwhelming 
majority.  But  I  want  to  say  this  to  you,  that  in  no  ease  where 
an  accused  man  has  been  re-elected  have  we  since  had  any 
trouble.  After  one  experience  of  this  kind  they  have  invari- 
ably behaved  themselves  and  endeavored  to  obey  the  law. 

The  papers  read  tonight  have  dealt  somewhat  with  publicity 
in  tax  matters  and  have  referred  in  a  laudatory  way  to  some 
work  done  a  few  years  ago  by  the  Minnesota  tax  commission 
in  publishing  in  the  country  newspapers  a  series  of  articles 
explaining  at  length  the  tax  laws  of  the  state.  The  only  mis- 
take, if  any,  made  in  this  campaign  of  publicity  was  that  the 
articles  mentioned  were  not  put  out  at  a  time  when  people 
were  giving  much  attention  to  tax  matters.  In  other  words, 
we  did  not  strike  when  the  iron  was  hot  and,  while  the  articles 
were  quite  widely  read,  they  did  not  accomplish  all  that  we 
had  hoped  for.  In  our  state,  taxpayers  are  interested  in  the 
subject  of  taxation  about  twice  a  year ;  first,  when  the  assessor 
makes  his  annual  rounds,  and  again  when  they  come  to  pay 
their  taxes.  Not  satisfied  with  our  first  efforts  at  publicity, 
we  determined  to  embark  upon  a  new  campaign  at  a  more 
propitious  time.  After  studying  the  matter  carefully,  we  de- 
cided that  we  could  reach  the  most  people  and  do  the  most 
good  along  these  lines  by  publishing  the  right  kind  of  article 
just  before  the  assessors  were  turned  loose  upon  the  commun- 
ity. In  Minnesota  we  hold  assessors'  meetings  in  every  county 
of  the  state  every  even  numbered  year  and  in  as  many  coun- 
21 
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ties  as  we  can  reach  every  odd  numbered  year.  These  meet- 
ings are  held  at  the  county  seat  shortly  before  the  assessors 
begin  their  work,  and  nearly  all  assessors  attend.  The  meet- 
ings are  all-day  affairs  and  give  us  ample  time  not  only  to  ex- 
plain the  assessment  laws  of  the  state,  but  to  explain  quite 
fully  the  more  important  features  of  the  general  property  tax 
and  to  take  up  and  discuss  the  tax  problems  of  each  county 
visited.  "We  decided  that  it  would  be  a  good  thing  to  supple- 
ment these  meetings  by  preparing  and  giving  to  the  news- 
papers in  each  county  a  fairly  full  report  of  the  meeting,  ex- 
plaining its  purpose  and  setting  forth  in  as  interesting  a  way 
as  we  could  the  things  about  taxation  which  we  felt  that  every 
taxpayer  ought  to  know.  The  articles  were  about  a  column 
in  length.  The  newspapers  as  a  rule  seemed  glad  to  get  them 
and  they  were  usually  published  in  full.  We  endeavored  to 
make  it  clear  in  these  articles  that  the  assessor  was  not  to 
blame  for  high  taxes :  that  it  was  the  amount  of  money  voted 
and  expended  for  public  purposes  and  not  the  assessment  that 
determined  whether  taxes  would  be  high  or  low:  that  large 
appropriations  meant  high  taxes  and  that  when  any  commun- 
ity was  spending  a  large  amount  of  money,  no  matter  what 
for,  taxes  would  inevitably  be  high,  but  the  assessor  as  a  public 
official  had  absolutely  nothing  to  do  with  determining  how 
much  money  should  be  spent:  that  matters  of  expenditure 
were  determined  by  town  meetings,  school  meetings,  village 
and  city  councils,  county  boards,  the  legislature,  and  by  the 
people  themselves,  not  by  the  assessor.  We  pointed  out  that 
by  far  the  largest  part  of  the  money  spent  in  any  county  was 
voted  by  the  people  themselves  and  that  if  taxes  were  ever  to 
be  reduced  retrenchment  would  have  to  begin  right  at  home. 
We  also  explained  for  just  what  the  taxes  collected  in  each 
county  were  used :  just  how  much  of  each  dollar  paid  in  taxes 
went  to  pay  salaries  of  local,  county,  and  state  officials,  how 
much  was  used  for  schools,  how  much  for  roads,  how  much 
for  public  buildings,  how  much  to  maintain  charitable  insti- 
tutions, and  how  much  for  all  the  other  activities  of  govern- 
ment. We  tried  to  make  it  clear  that,  if  the  assessor  did  his 
work  in  the  manner  provided  by  law,  approximate  justice 
would  prevail  among  all  the  taxpayers  of  bis  district ;  but,  on 
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the  other  hand,  if  he  departed  from  the  legal  standard,  or  if 
he  omitted  any  considerable  amount  of  property  from  his  list, 
much  injustice  was  sure  to  follow.  These  articles  were  very 
widely  read  and  discussed.  For  the  first  time  in  the  history 
of  the  state  taxpayers  generally  understood  what  an  assess- 
ment for  taxation  purposes  really  meant  and  had  their  eyes 
opened  to  the  real  cause  of  high  taxes.  The  result  was  that 
the  assessors  met  with  a  kinder  reception  than  they  ever  had 
before  and  secured  the  most  complete  and  accurate  assessment 
ever  made  in  the  state. 

Mr.  A.  E.  Holcomb,  of  New  York :  I  wish  to  call  your  at- 
tention to  the  map  showing  the  distribution  of  membership  in 
the  National  Tax  Association.1  I  should  think  some  of  us 
would  at  least  feel  that  they  could  do  something  towards 
securing  far  more  members  in  some  of  these  states.  Before 
we  enter  upon  the  program  that  has  been  outlined  here,  it 
seems  to  me  that  some  of  the  figures  placed  on  those  states 
ought  to  be  considerably  increased.  When  you  see  only  two, 
three,  four,  or  five  members  in  a  great  state  interested  in  the 
taxation  work  of  the  association,  you  will  at  once  admit  that 
in  order  to  perform  any  work  for  advancement  we  must  have 
more  in  number.  It  would  be  a  fine  thing  if  our  members 
could  make  a  special  effort  during  the  coming  year  so  that  at 
our  next  conference  all  the  states  would  be  more  nearly  on  a 
par  with  those  that  now  have  the  largest  numbers. 

i  The  table  on  page  324  gives  the  distribution  of  members  by  states,  aa 
shown  on  the  map  referred  to  by  Mr.  Holcomb. — Editor. 
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Distribution  of  Membership  of  the  National  Tax  Association, 
August,  1916 


Alabama    6 

Arizona    18 

Arkansas   5 

California    28 


Colorado    15 

Connecticut   14 

Delaware   1 

District  of  Columbia 7 

Florida 3 

Georgia    8 

Idaho    5 

Illinois   43 

Indiana    9 

Iowa 8 

Kansas ' 12       Wyoming  . 

Kentucky 9       Alaska    .  . . 

Louisiana     7       Philippines 

Maine  10       Porto  Rico 

Maryland 9 

Massachusetts  33 

Michigan    13 

Minnesota    10 

M  ississippi    3 

Missouri 14 

Montana    3 

Nebraska  6 

Nevada    4 

New  Hampshire 7 

New  Jersey 14 

New  Mexico    12 

New  York   119       Prance    .  . 

North  Carolina 5       Scotland 

North  Dakota 6      Japan  .  . . 

Ohio    34       Argentina 


Oklahoma    4 

Oregon   12 

Pennsylvania     25 

Rhode  Island 11 

South  Carolina 3 

South  Dakota 2 

Tennessee     3 

Texas    7 

Utah 10 

Vermont     4 

Virginia 14 

Washington     13 

West  Virginia 4 

Wisconsin    15 


Canada 


Alberta     

British  Columbia 

Manitoba 

Nova  Scotia  .... 

Ontario     

Quebec    

Saskatchewan   .  . 


Foreign 


Leaving  that  topic  for  a  moment  and  going  to  the  topic  of 
education,  I  picked  up  the  Congressional  Record  here  the  other 
day  to  see  the  income  tax  debate  and  happened  accidentally 
to  run  across  another  entirely  different  thing  on  the  subject 
of  taxation ;  it  struck  me  that  it  would  be  well  to  read  an  ex- 
tract of  that  debate  to  show  the  possibility  of  education  at 
other  points  than  education  of  farmers.  The  debate  relates 
to  the  details  of  a  certain  tax  bill  and  involves  intangible  per- 
sonal property. 
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1 '  Mr.  Now,  if  the  Senator  please,  so  that  I  may  get  the  point 

clear  in  my  own  mind;  I  am  not  asking  these  questions,  I  will  say,  in  a 
spirit  of  controversy  but  to  get  the  fact.  The  Senator  informs  the 
Senate  that  as  the  law  now  stands  if  a  man  has  $10,000  in  his  possession 
he  is  not  obliged  to  make  a  return  of  it  .'  Does  the  Senator  mean  to  say 
that  cash  in  hand  is  not  tangible  property  .' 

Mr.  I  do  not  think  it  is  ordinarily  so  termed. 

Mr.  Has  it   been  decided  here  by  any  court  in  the   District  of 

Columbia  that  cash  in  hand  is  intangible  property? 

Mr.  I  do  not  think  any  case  has  ever  arisen  in  the  District  of 

Columbia,  at  least  in  which  that  question  has  been  tested,  but  money  is 
ordinarily  not  classed  as  tangible  property. 

Mr.  The  Senator,  I  think,  is  a  member  of  the  Committee  on  the 

District  of  Columbia. 

Mr.  I  am  a  member  of  the  District  Committee. 

Mr.  The  point  I  am  trying  to  get  at  is  this:   If  under  the  law 

as  it  stands  now  the  various  properties  specified  in  the  amendment  are 
taxable,  then  they  are  taxable  at  1.5  per  cent.  The  Senator's  amend- 
ment would  reduce  that  tax  to  four-tenths  of  one  per  cent. 

Mr. Yes. 

Mr.  I  confess  it  astonishes  me  if  the  term  "  tangible  property" 

has  been  construed  either  by  the  courts  or  by  the  officers  of  the  District 
so  that  it  excludes  money,  bonds,  notes,  stock,  or  other  property  of  that 
kind,  because  as  I  have  always  understood  the  term  "  intangible  prop- 
erty" it  was  held  to  apply  to  such  things  as  franchises,  easements,  good 
will,  and  so  forth,  but  notes,  bonds,  stocks,  and  cash  are  tangible 
property. 

Mr.  I  was  going  to  ask  the  Senator  that  very  question.     I  am 

not  a  lawyer  and  I  am  only  asking  for  information,  but  I  thought  that 
cash  and  just  those  things  the  Senator  describes,  stocks  and  bonds,  were 
always  intangible  property. 

Mr. They  would  not  be  so  construed  in  my  part  of  the  country. ' ' 

If  that  is  the  situation  in  the  Senate  of  the  United  States 
we  ought  to  begin  pretty  high  up  in  this  educational  move- 
ment. 

For  the  general  information  of  the  reader,  it  may  be  stated 
that  the  District  of  Columbia  Appropriation  Bill,  the  bill 
under  discussion,  as  finally  passed  contains  a  provision  for  a 
tax  on  intangibles,  these  having  heretofore  been  exempt  from 
all  taxation.  The  text  of  the  amendment  providing  for  this 
new  tax  is  as  follows : 

That  the  moneys  and  credits,  including  moneys  loaned  and  invested, 
bonds  and  shares  of  stock   (except  the  stock  of  banks  and  other  corpor- 
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ations  within  the  District  of  Columbia  the  taxation  of  which  banks  and 
corporations  is  herein  provided  for)  of  any  person,  firm,  association,  or 
corporation  resident  or  engaged  in  business  within  said  District  shall  b* 
scheduled  and  appraised  in  the  manner  provided  by  paragraph  1  of  said 
section  6  for  listing  and  appraisal  of  tangible  personal  property,  anct 
assessed  at  their  fair  cash  value,  and  as  taxes  on  said  moneys  and  credits 
there  shall  be  paid  to  the  tax  collector  of  said  District  four-tenths  of  1 
per  centum  of  the  value  thereof.  Provided,  That  savings  deposits  of 
individuals  in  a  sum  not  in  excess  of  $500  deposited  in  banks,  trust  com- 
panies, or  building  associations,  subject  to  notice  of  withdrawal  not 
subject  to  check,  shall  be  exempt  from  this  tax. 

Prof.  Horace  Secrist,  of  Illinois :  Along  the  same  line  that 
has  just  been  suggested  by  Mr.  Holcomb,  I  can  give  a  tangible 
example  of  the  need  of  the  thing  that  has  been  suggested  by 
the  chairman  of  the  educational  committee,  the  need  for  an 
organization,  for  this  National  Tax  Association  or  some  other 
body,  to  have  somebody  in  the  field  to  instruct  people,  who 
are  not  as  ignorant  as  the  ones  just  referred  to,  but  who 
should  be  instructed.  This  example  is  as  follows:  The  Civic 
Club  of  Chicago,  with  a  membership  of  3,000  people,  has  de- 
voted or  will  devote  three  or  more  of  its  public  meetings  to 
the  subject  of  taxation  along  in  September  or  October.  This 
club  is  engaged  in  civic  work  and  the  club  is  anxious  to  re- 
ceive speakers  who  will  not  only  instruct  the  club  with  respect 
to  the  tax  amendment  in  Illinois,  but  more  fundamentally 
with  respect  to  tax  principles.  I  do  not  know,  as  chairman  of 
one  part  of  this  committee,  where  to  turn.  If  there  were  such 
an  organizer  or  agent  in  the  field  as  suggested  by  Mr.  Suther- 
land, tlie  organizer  should  be  appealed  to  for  speakers.  A 
great  deal  of  suggestive  work  could  be  done  in  such  a  body  of 
business  men,  who  are  men  civically  interested,  but  who  are 
busv.     There  is  a  real  crying  need  for  the  very  thing  Mr. 


Chairman  Wolcott:  In  discussing  the  ways  of  different. 
states  and  the  methods  used  to  instruct  their  assessors,  I  will 
tell  you  for  a  few  minutes  the  way  we  do  in  Indiana.  There 
are  92  counties  in  Indiana  and  once  each  year  the  county 
assessors  meet  in  Indianapolis  to  attend  a  so-called  school  of 
instruction  and  inquiry.     This  session  lasts  three  days  and  is 
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presided  over  by  the  commissioners,  each  in  turn  acting  as 
chairman  for  different  years.  Then  the  commissioners  hold  a 
series  of  district  meetings.  First,  I  want  to  say  that  the  ex- 
penses of  the  county  assessors  who  attend  this  meeting  are 
paid ;  they  do  not  come  at  their  own  expense.  This  series  of 
district  meetings  is  held  prior  to  the  beginning  of  the  taxing 
season,  sometimes  eight  or  10  district  meetings.  These  are 
quite  largely  attended  by  the  county  assessors  and  the  town- 
ship assessors.  Some  meetings  I  remember  had  as  high  as 
100  or  120  assessors  of  the  immediate  locality.  Questions  are 
asked,  questions  are  courted,  general  instructions  are  given  by 
the  different  members  of  the  tax  board.  Then,  beginning  with 
the  first  of  March  when  the  assessing  period  commences,  the 
state  tax  commissioner  visits  individually  each  county  in  the 
state,  the  state  being  divided  into  three  districts.  Part  of 
these  counties  are  visited  while  the  taxing  work  is  going  on. 
Part  of  the  counties  are  visited  while  the  board  of  review  is  in 
session,  but  in  each  case  the  direct  and  intelligent  side  of  the 
situation  is  discussed  as  much  as  possible.  These  meetings,  of 
course,  are  of  a  vast  amount  of  good  because  in  Indiana  the 
purpose  has  been  in  recent  years  more  to  secure  equalization 
than  anything  else,  realizing  that  in  the  Indiana  law  there  is 
no  full  cash  value  used  for  assessment  purposes.  So  in  tins 
respect  we  do  not  differ  very  much  from  other  states. 

Prop.  T.  S.  Adams,  of  Connecticut:  Mr.  Chairman,  I  have 
a  written  statement  here  from  a  gentleman  who  wanted  to 
contribute  a  very  interesting  idea  to  this  discussion  and  it 
seems  there  should  be  no  impropriety  in  reading  it.  (Reads 
paper  by  Mr.  William  Allen  Wood,  of  Indianapolis.) 

"It  has  occurred  to  me  that  the  best  assistants  to  propa- 
ganda of  reasonable  tax  principles  and  the  best  agency  for 
promoting  general  tax  education  are  our  chambers  of  com- 
merce. Some  of  these  organizations  now  have  standing  com- 
mittees on  public  revenue  or  taxation  which  have  been  of 
much  assistance  locally,  both  in  securing  just  and  equitable 
taxation  and  in  seeing  that  the  public  funds  are  spent  to  the 
best  advantage.  By  the  very  nature  of  their  organization,  the 
chambers  of  commerce  are  vitally  concerned  with  a  proper 
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valuation  and  tax  rate,  whether  their  primary  purposes  are 
commercial  and  industrial  or  civic.  Local  commerce  and  in- 
dustry are  carried  on  at  a  disadvantage  with  respect  to  the 
commerce  and  industry  of  other  communities  if  they  are  over- 
taxed comparatively  or  if  the  money  they  pay  in  taxes  is  not 
properly  applied  for  their  benefit  and  that  of  the  community 
in  which  they  are  located.  If  the  community  is  poorly  main- 
tained, new  industries  will  avoid  it,  On  the  other  hand,  if 
the  purposes  or  activities  of  the  chamber  of  commerce  are 
mainly  civic,  as  they  seem  to  be  in  some  instances,  it  is  im- 
perative that,  to  follow  its  purposes,  to  secure  better  streets, 
to  illuminate  the  city  better,  to  secure  recreation  centers  and 
playgrounds,  or  to  pursue  any  other  civic  activity,  it  shall 
pay  attention  to  the  raising  and  distribution  of  public  funds. 
There  is  a  wide  and  important  field  here,  it  seems  to  me,  for 
educational  activity  on  the  part  of  the  National  Tax  Associa- 
tion. If  the  association  will  offer  the  services  of  tax  experts 
as  lecturers  on  the  various  phases  of  taxation  to  such  commer- 
cial and  civic  organizations  as  will  pay  the  expenses  of  the 
lecturers  and,  perhaps,  a  small  amount  over  for  the  service,  as 
does  the  National  Economic  League,  it  can  accomplish  more  in 
the  way  of  propaganda  for  correct  taxation  than  in  any 
other  way. 

"The  association  also  might  furnish  investigators  who  will 
go  to  a  community  to  make  a  tax  survey  or  investigation  and 
make  recommendations,  all  for  proper  compensation.  The 
business  men  are  doing  much  more  for  reforms  which  touch 
their  interests  and  the  interests  of  their  communities  than  are 
the  lawyers,  the  college  professors,  or  any  other  professional 
class.  This  is  quite  natural,  of  course.  They  are  the  ones 
who  are  most  adept  at  'putting  tilings  over'  and  it  is  to 
them,  it  seems  to  me.  that  we  should  make  our  strong  appeal. 
Their  interests  and  our  interests  an-  nearly  allied.  They  are 
ready  and  anxious  to  learn  from  those  who  give  time  to  the 
study  of  these  economic  subjects,  and  greater  opportunity 
should  be  given  them  to  learn.  Through  the  local  chambers 
of  commerce  local  conditions  can  be  studied  and  remedied, 
and  through  the  state  associations  of  chambers  of  commerce 
improper  state  conditions  and  the  laws  through  winch   they 
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survive  can  be  attacked.  This  is  a  much  more  direct  way  of 
forwarding  the  interests  of  tax  reform  than  teaching  the  stu- 
dents in  universities  or  attempting  to  interest  the  whole  people 
of  a  community.  The  people  usually  follow  a  few  leaders  in 
whom  they  have  confidence.  Such  a  complicated  subject  as 
taxation  could  scarcely  be  elucidated  to  a  whole  community. 
I  commend  to  the  consideration  of  this  conference  the  cham- 
ber of  commerce  and  other  similar  organizations  as  a  means 
of  furthering  tax  education,  tax  readjustment,  and  the  proper 
expenditure  of  public  funds. ' ' 

.Mr.  George  T.  Bouton,  of  New  Jersey :  I  had  the  honor  of 
being  on  the  tax  board  of  New  Jersey  two  years  ago  and  we 
made  some  removals.  The  state  board  of  Xew  Jersey  never 
had  any  hesitation  in  asking  information  from  other  state 
boards,  and  if  you  will  correspond  with  our  secretary  at  Tren- 
ton I  have  no  doubt  the  commissions  under  which  these  men 
were  removed  will  be  furnished  and  also  the  law  under  which 
they  were  removed. 

Mr.  C.  A.  Jokes,  of  Ohio:  Answering  the  question  of  the 
gentleman  from  New  York  relative  to  the  removal  of  elected 
assessors :  As  I  suppose  most  of  you  know,  Ohio,  after  a  two 
years'  trial  of  the  appointive  assessor  system,  has  gone  back 
to  the  elective  assessor,  and  we  are  to  have  under  the  elective 
system  this  year  in  Ohio  the  largest  duplicate  in  the  history 
of  the  state.  The  new  law,  passed  in  the  early  part  of  1915, 
as  introduced  in  the  legislature  made  the  county  auditor  the 
chief  taxing  official  of  each  county  and  gave  him  the  power  to 
remove  for  inefficiency,  without  any  hearing  or  without  any 
particular  stir  about  the  matter,  any  assessor  whom  he  con- 
sidered inefficient.  It  also  gave  this  power  to  the  state  tax 
commission,  but  the  legislature  refused  to  leave  this  power  to 
the  state  tax  commission  or  to  give  that  body  any  such  power. 
Several  county  auditors  have  exercised  the  power  of  removing 
one  or  two  elective  assessors  this  year  without  any  particular 
protest.     The  section  reads : 

' '  The  country  auditor  may  summarily  remove  any  appointed  assessor 
or  assistant  assessor  when,  in  his  judgment,  the  public  interest  so  requires. 
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He  may  also  remove  any  elected  assessor  for  -want  of  moral  character, 
inefficiency,  incompetency,  neglect  or  breach  of  duty,  or  malfeasance  in 
office,  giving  to  him  a  copy  of  the  charges  against  him,  and  an  oppor- 
tunity to  be  publicly  heard  thereou  upon  not  less  than  ten  days'  notice. 
The  decision  of  the  county  auditor  therein  shall  be  final.  The  county 
auditor  may  suspend  without  pay  such  assessor  during  the  pendency  of 
such  proceedings  for  his  removal. ' ' 

Whether  or  not  the  people  will  re-elect  the  removed  asses- 
sors a  3Tear  from  this  fall  is,  of  course,  a  question  on  which  I 
cannot  pass,  as  it  has  not  yet  come  before  the  people.  The 
tax  commission  of  Ohio,  however,  under  this  new  law  has  the 
power  to  order  the  reassessment  of  any  district  in  the  state  or 
to  equalize  the  value  of  the  property  of  any  district  in  the 
state,  so  that  we  think  we  have  pretty  adequate  power  under 
the  situation  anyway.  I  think  our  commission  would  be  pretty 
strongly  opposed  to  giving  the  governor  power  to  remove 
assessors.  We  rather  feel  that  he  has  enough  work  of  his  own. 
We  have  about  2,200  elective  tax  assessors  in  Ohio. 

As  to  publicity,  we  have  had  a  whole  lot  of  experience  with 
that  in  the  last  two  or  three  years.  We  had  a  political  cam- 
paign waged  around  this  question.  The  newspapers  have  been 
interested  and  more  than  half  of  them  will  give  the  tax  com- 
mission any  publicity  on  tax  matters  that  it  asks  within  reason. 
Just  before  the  assessment  this  year  we  prepared  a  very  brief 
statement  of  the  duties  of  the  taxpayer  and  sent  it  to  every 
paper  in  the  state.  By  an  actual  census  more  than  half  the 
papers  in  the  state  published  the  statement  complete  without 
any  modification  or  revision.  It  made  about  a  column  or  a 
little  more  and  we  distributed  this  information  also  in  a  little 
circular  everywhere  we  could.  Many  of  the  county  auditors 
had  it  printed  and  distributed  it  to  each  individual  taxpayer 
along  with  the  blanks,  and  we  think  that  it  was  a  great  aid  in 
getting  a  fair  return  of  property.  Onr  county  auditors  hold 
with  the  assessors  a  meeting  in  the  county  seats  every  year. 
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UNIFORM  PUBLIC  ACCOUNTING  AND  STATE 
SUPERVISION  THEREOF 

FRED   O.   BLUE 
State  Tax  Commissioner  of  West  Virginia,  Charleston,  W.  Va. 

Without  uniform  public  accounting  and  state  supervision 
thereof  there  can  be  no  uniformity  in  public  fiscal  affairs 
throughout  a  state,  nor  the  same  degree  of  efficiency  attained 
in  the  public  service  as  is  attained  in  a  well-organized  private 
business  concern. 

I.  Among  other  reasons  for  uniform  public  accounting  are 
the  following: 

(1)  Disclosure  of  conditions  and  ascertainment  of  infor- 
mation so  that  conditions  may  be  studied  and  necessary  reme- 
dies provided  and  applied. 

(2)  The  legislature,  by  a  general  act,  may  provide  remedies 
for  evils  affecting  scores,  if  not  hundreds,  of  public  fiscal 
units. 

(3)  The  several  fiscal  units  throughout  a  state  are  brought 
into  closer  relation  with  one  another,  so  that  they  all  work 
together  in  harmony  and  with  greater  accuracy. 

(4)  A  stimulus  to  the  several  fiscal  units  to  excel  in  the 
conduct  of  public  fiscal  affairs;  and  the  assistance  the  several 
fiscal  units  can  be  to  one  another  when  accounting  is  uniform 
and  the  same  methods  used  throughout  a  state. 

(5)  Public  business  is  continually  growing  and  expanding. 
Public  funds  are  collected  and  expended  to  meet  newly  arising 
economic  and  social  conditions.  Therefore,  it  is  necessary  that 
a  system  of  accounting  and  methods  be  prescribed  and  ap- 
plied to  meet  these  new  conditions  as  well  as  the  old. 

(6)  Local  officers  are  elected  or  appointed  for  certain  defi- 
nite periods.  They  are  frequently  selected  without  experience 
in  public  affairs,  and  particularly  without  experience  in  mat- 
ters of  public  accounting.  Quite  naturally  such  persons  can- 
not devise  proper  systems  of  accounting.     By  the  time  such 
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officers  become  familiar  with,  their  duties  and  public  account- 
ing they  may  be  succeeded  by  others  who  are  likewise  without 
experience. 

(7)  An  officer  or  private  individual  having  business  to 
transact  in  several  fiscal  units  finds  no  embarrassment  in 
doing  so  under  a  uniform  system;  when  he  is  familiar  with 
the  method  of  transacting  business  in  his  own  unit  he  finds 
the  same  business  transacted  in  the  same  manner  in  other 
units. 

II.  Among  other  reasons  for  state  supervision  are  these : 

(1)  There  can  be  no  satisfactory  private  or  local  super- 
vision of  public  fiscal  affairs  so  as  to  attain  uniformity. 

(2)  A  system  must  be  prescribed  and  enforced  by  a  central 
head  if  uniformity  is  to  be  attained;  in  the  very  nature  of 
things  there  can  be  no  uniformity  throughout  a  state  when  a 
system  of  accounting  and  compliance  therewith  are  left  to 
officers  whose  jurisdictions  are  entirely  local. 

(3)  There  will  not  be  uniformity  in  examinations  of  fiscal 
bodies  when  public  fiscal  accounts  are  examined  by  private 
accountants. 

(4)  Private  accountants  are  not  vested  with  authority  to 
enforce  their  findings  against  public  fiscal  bodies.  The  gen- 
eral experience  is  that  the  report  of  a  private  accountant  is 
filed  and  no  suitable  action  taken  thereon  to  enforce  the  find- 
ings thereof. 

(5)  Examination  by  a  private  accountant  does  not  have  or 
carry  the  weight  or  prestige  of  examination  by  a  state  official 
whose  only  duties  are  examining  accounts  of  and  supervising 
public  fiscal  bodies. 

(6)  A  private  accountant  may  be  highly  skilled  in  the 
work  of  examining  and  auditing  commercial  accounts  and 
yet  not  qualified  to  examine  and  audit  public  accounts  unless 
he  has  made  special  study  of  public  fiscal  bodies.  The  reason 
is  that  in  individual  transactions  men  have  an  inherent  right 
to  contract  and  employ  their  personal  funds.  Public  fiscal 
bodies  are  creatures  of  law  with  no  inherent  rights;  their 
powers  are  conferred  and  defined  by  law;  they  can  expend 
no  moneys  unless  specifically  authorized  to  do  so.    It  is,  there- 
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fore,  apparent  that  an  accountant  or  examiner  must  have 
knowledge  of  the  laws  governing  public  fiscal  bodies  —  he 
should  be  a  specialist  in  his  line. 

(7)  The  state  examiner  employed  by  and  working  under 
the  authority  of  the  state  naturally  is  in  a  more  independent 
atmosphere  than  the  private  examiner  or  accountant  employed 
by  the  fiscal  body  under  examination.  State  examiners  or 
accountants  are  not  affected  by  local  influences  that  affect  or 
tend  to  affect  private  accountants  in  examination  and  audit 
of  local  public  fiscal  bodies. 

(8)  The  several  fiscal  units  are  more  inclined  to  lend  their 
aid  to  examinations  and  to  comply  with  the  findings  thereof 
under  a  law  requiring  all  fiscal  units  to  be  audited  and  the 
same  rules  and  methods  applied  uniformly  to  all  fiscal  bodies 
of  the  same  class. 

West  Virginia  has  a  uniform  accounting  law.  The  law  has 
been  in  effect  since  January  1,  1909,  and  has  accomplished 
great  good.  Before  the  enactment  of  the  law  there  was  no 
uniformity  in  the  methods  of  accounting  for  public  funds, 
either  as  to  state  institutions  or  as  to  the  several  fiscal  divi- 
sions. The  accounting  act  was  supplemented  by  an  act  cre- 
ating the  state  board  of  control.  This  board  handles  the  finan- 
cial transactions  of  all  the  state  institutions,  including  edu- 
cational and  eleemosynary  institutions.  The  board  of  control 
act  was  supplemented  in  1915,  whereby  all  state  boards  or 
commissions  not  having  offices  at  the  state  capital  are  required 
to  transact  their  financial  business  through  the  state  board  of 
control.  Result:  a  complete  record  of  all  the  financial  trans- 
actions of  the  state  at  the  capital.  Any  person  desiring  in- 
formation relative  to  state  institutions  and  state  boards  is  no 
longer  required  to  visit  the  various  institutions  and  boards 
at  great  labor  and  expense.  The  system  of  accounting  for  the 
state  board  of  control  is  prescribed  under  the  provisions  of 
the  uniform  accounting  act.  The  act  of  1909  was  further 
supplemented  by  an  act  of  1915,  requiring  an  annual  publi- 
cation of  all  the  financial  transactions  of  the  state  at  the  end 
of  each  fiscal  year.  By  virtue  of  this  act  there  must  be  com- 
piled and  published  an  annual  audit,  and  report  showing  in 
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detail  all  the  financial  transactions  of  the  state,  together  with 
the  condition  of  its  finances  and  estimate  for  future  years. 
This  gives  the  state  a  "budget  system".  The  legislature, 
when  making  appropriations,  can  know  the  precise  amount 
to  be  appropriated  without  exceeding  the  state's  resources; 
and  can  ascertain  from  a  single  report  how  the  state 's  moneys 
have  been  expended. 

As  to  counties  and  districts:  The  sheriffs  are  ex-officio 
treasurers  of  their  respective  counties  and  also  treasurers  of 
the  several  boards  of  education  in  their  respective  counties. 
Before  the  enactment  of  the  uniform  accounting  law  each 
sheriff,  as  treasurer,  prescribed,  or  attempted  to  prescribe, 
his  own  system  of  accounting  for  conducting  the  public  fiscal 
affairs.  Failure  and  bankruptcy  came  to  many  of  the  sheriffs. 
Not  that  the  sheriffs  misappropriated  funds  in  a  criminal 
sense.  They  had  no  system.  They  finally  found  themselves 
lost.  Occasionally  a  deputy  betrayed  the  confidence  of  his 
principal.  But  the  principal,  having  no  system,  did  not  know, 
and  could  not  ascertain,  the  leak.  In  the  matter  of  allowances 
for  services  there  was  no  uniformity.  Public  orders,  or  drafts, 
were  at  great  discount  in  many  counties. 

The  uniform  accounting  act  changed  such  conditions. 
Public  orders  or  drafts  of  fiscal  bodies  now  pass  through  the 
usual  commercial  channels.  The  several  boards  of  education 
have  their  clearing  house,  so  to  speak,  through  the  county 
superintendent  of  schools.  The  county  superintendent  of 
schools  is  now  the  county  financial  secretary.  No  school 
order  can  now  be  paid  until  countersigned  by  him.  The 
records  of  the  county  financial  secretary  show  the  condition 
of  each  fund  for  each  board  of  education  in  his  county.  Any 
person  desiring  information  relating  to  the  finances  of  the 
public  schools  of  a  county  is  no  longer  required  to  visit  the 
several  boards. 

In  closing — where  there  was  chaos  before  the  enactment  of 
the  uniform  public  accounting  law,  there  is  now  order,  sys- 
tem, and  efficiency. 


THE  PROPER  ATTITUDE  OF  TAXPAYERS'  ASSO- 
CIATIONS TO  PUBLIC  EXPENDITURES 

HERBERT    J.    HAGERMAN 
President  New  Mexico  Taxpayers '  Association,  Koswell,  X.  M. 

I  am  poorly  equipped  to  do  justice  to  the  topic  assigned 
me  here.  Experience,  Avhich  would  alone  warrant  a  discus- 
sion of  so  delicate  a  question,  has  been  limited  in  my  case 
and  has  been  confined  to  New  Mexico.  There  I  held  an  ad- 
ministrative political  position,  as  territorial  governor,  for  a 
short  period,  and  have  been  president  of  our  newly  formed 
taxpayers'  association  for  about  a  year.  In  attempting  an 
analysis  of  the  relation  between  the  disbursers  and  the  fur- 
nishers of  public  moneys,  I  have  endeavored  to  look  at  the 
matter  from  three  different  angles.  By  this  I  mean  from  the 
angle  of  an  administrative  public  office,  more  or  less  political ; 
from  that  of  a  non-official,  non-political,  voluntary  association 
of  taxpayers  sincerely  desirous  of  bettering  conditions;  and 
from  that  of  the  average  individual  taxpaying  citizen.  All 
these  points  of  view  should  be  considered  in  an  attempt  to 
determine  the  proper  attitude  of  taxpayers'  associations  to 
public  expenditures. 

Whether  or  not  under  a  pure  democracy  with  unlimited 
suffrage  really  efficient  government  will  ever  be  possible  is  a 
question  which  it  is  almost  futile  to  discuss.  Whatever  the 
truth  as  to  administrative  efficiency  under  other  forms  of 
government,  it  seems  to  be  true  that  under  the  political  con- 
ditions which  have  grown  up  in  our  own  form  of  democracy, 
inefficiency  and  extravagance  have  become  very  general.  To 
find  out  why  this  is  so  and  how  it  can  be  remedied  has,  I  take 
it,  always  been  one  of  the  main  objects  of  the  National  Tax 
Association,  and  must  be  of  all  state  and  local  associations  of 
a  similar  character. 

I  am  of  the  opinion  that  two  of  the  principal  causes  of  this 
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condition  are,  first,  the  overwhelming  and  often  demoralizing 
demands  growing  out  of  politics  upon  the  time,  the  energy, 
and  the  resources  of  men  holding  public  administrative  posi- 
tions; second,  the  general  apathy  of  the  average  citizen 
towards  conditions  which  only  remotely  and  indirectly  affect 
him  as  an  individual. 

Now,  to  correct  bad  conditions  directly  brought  about  by 
the  exigencies  of  polities  is  as  much  the  aim  of  taxpayers' 
associations  as  the  correction  of  any  other  abuses,  but  it 
should,  I  think,  always  be  borne  in  mind  by  association  offi- 
cers, especially  in  the  beginnings  of  their  work,  that  in  many 
states  the  old  slogan  of  "To  the  victor  belong  the  spoils",  in 
a  more  or  less  modified  form,  has  for  generations  been  the 
tacitly  accepted  article  of  faith  of  a  majority  of  the  politi- 
cally active  men  in  all  parties.  It  should,  I  think,  be  borne 
in  mind  that,  owing  to  this  sad  condition  of  affairs,  men  in 
public  office,  even  if  animated  by  the  sincerest  desire  to  do 
right  (and  there  are  many  such  everywhere)  are  not  infre- 
quently almost  helpless,  almost  powerless  to  act  in  the  way 
they  would  like  to  act,  in  the  way  they  would  often  keenly 
love  to  act,  if  they  were  free. 

Such  men,  under  such  restraints,  when  they  have  been 
identified — and  it  is  not  difficult  to  distinguish  them — should, 
it  seems  to  me,  be  given  every  possible  opportunity  to  de- 
monstrate their  desire  to  work  for  the  best  interests  of  the 
public,  gradually  to  free  themselves  so  far  from  the  restraints 
they  are  under  that  they  can  do  right  and  remain  in  office. 
When  all  is  said,  taxpayers'  associations  can  do  little  if  the 
officials  are  against  them.  It  sometimes  seems  that  it  will 
take  longer  to  overcome  the  apathy  of  the  voters  than  to 
overcome  the  traditions  of  the  office-holders. 

On  the  other  hand,  it  certainly  is  not  wise  to  permit  the 
desire  of  avoiding  friction  to  interfere  with  the  effectiveness 
of  your  organization  or  greatly  to  retard  the  development  of 
your  work.  Besides  the  office-holders  above  referred  to,  who, 
though  ambitious  to  improve  conditions,  are  more  or  less 
handicapped  by  politics,  there  are,  in  nearly  every  commun- 
ity, in  nearly  every  administration,  state,  county,  and  muni- 
cipal, some  men  in  office  who  unqualifiedly  resent  any  effort 
22 
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looking  towards  greater  efficiency  or  economy  in  government, 
who  oppose  any  movement  to  save  money  for  the  people  at 
the  expense  of  their  own  prestige  or  of  the  profit  of  an  estab- 
lished coterie  of  beneficiaries.  The  number  of  such  men  is, 
fortunately,  fast  decreasing,  but  there  are  still  a  good  many 
of  them.  Generally  they  are  in  positions  where  they  control 
financial  or  other  privileges  and,  because  of  such  power,  are 
more  decided  in  their  attitude  of  aloofness,  more  daring  in 
their  independence,  more  cavalier  in  their  regard  for  the  law, 
more  disdainful  in  their  opinions  of  what  they  designate  as 
"unpractical  theorists"  than  they  would  venture  to  be  in  the 
ordinary  administrative  office. 

Now,  it  seems  to  me,  there  is  nothing  for  taxpayers'  asso- 
ciations to  do  in  regard  to  this  kind  of  official  except  to  fight 
them  when  it  becomes  necessary  to  do  so. 

If  taxpayers'  associations  fail  to  meet  such  situations  fear- 
lessly, they  must  inevitably  degenerate  into  comparative  im- 
potence. 

If,  in  such  contests,  under  such  conditions,  they  lose  out,  it 
must  indicate  that  the  efforts  to  better  conditions  in  the  par- 
ticular community  affected  are  premature. 

It  is  a  pleasure  to  testify  that  in  my  own  state  of  New 
Mexico,  in  spite  of  the  fact  that  predictions  to  the  contrary 
were  freely  indulged  in  at  the  time  of  organizing  our  asso- 
ciation, its  work  has  received  hearty  encouragement  and  cor- 
dial co-operation  from  nearly  all  the  officials — state,  county, 
school,  and  municipal — with  whom  our  director  and  his  assist- 
ants have  come  in  contact.  So  far  there  seems  to  be  a  very 
genera]  desire  amongst  officials  to  avail  themselves  of  the 
training  and  experience  of  a  man  who,  they  realize,  has  made 
a  scientific  study  of  the  problems  of  taxation  and  financial 
administration.  The  few  exceptions  to  the  rule  011I3''  empha- 
size its  general  truth.  The  spirit  shown  has  been,  on  the 
whole,  most  encouraging. 

Now  as  to  the  attitude  of  the  public,  the  average  taxpayer, 
towards  efforts  for  the  proper  control  of  public  expendil 
it  is,  as  you  all  well  know,  frequently  very  discouraging.     It 
is  a  fine  question  as  to  what  is  the  most  effective  attitude  to 
adopt  in  order  to  secure  the  continued  support  and  retain 
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the  interest  of  the  average  man  for  sufficient  time  to  permit 
of  permanently  useful  work. 

It  is  natural  that  the  average  man,  engaged  as  he  generally 
is  in  America  in  some  occupation  which  requires  a  close 
attention  to  details  during  his  working  hours,  should  have 
but  little  time  or  patience  to  study  the  figures  and  digest  the 
facts  without  which  even  a  fair  understanding  of  public  ad- 
ministration is  impossible.  But  in  a  democracy  the  sustained 
interest  of  the  average  voter  is  almost  indispensable  if  we 
are  to  secure  better  administration,  for  after  all  is  said  he  is 
the  ultimate  arbiter  of  our  destinies.  Under  some  other  forms 
of  government  specialization  is,  perhaps,  more  practicable 
because  of  a  larger  class  of  educated  men  who  are  both  able 
and  willing  to  give  their  time  to  it,  and  also  because  of  the 
fact  that  the  results  of  their  work,  if  they  be  good,  can  be 
more  readily  made  effective  in  practice,  because  fewer  people 
control  the  making  of  the  laws.  I  do  not  mean  to  say  that 
other  forms  of  government  are  better  than  our  own  in  this 
respect.  I  merely  wish  to  emphasize  the  idea  that,  in  the 
long  run,  the  squelchers  (if  I  may  use  the  expression)  will 
have  a  distinct  advantage  over  those  who  sincerely  desire  to 
blaze  the  way,  unless  in  some  manner  a  large  number  of  the 
sovereign  people  can  be  induced  to  pay  attention  long  enough 
to  realize  the  facts  and  to  act  upon  such  realization.  Much 
of  the  effectiveness  of  these  associations  must  be  lost  unless 
their  work  can  in  a  certain  sense  be  made  popular. 

How  can  this  be  brought  about? 

It  must  be  confessed  that  it  is  a  knotty  problem,  for  how- 
ever intimately  the  average  man  may  be  affected  by  govern- 
mental waste,  it  is  usually  very  difficult  to  get  him  away 
from  the  idea  that  his  part  is  so  little,  his  power  so  small, 
that  for  him  to  occupy  his  leisure  time  in  attempts  to  adjust 
matters  would  be  futile. 

Your  secretary  in  asking  me  to  speak  here  suggested  that 
I  tell  you  something  of  the  specific  methods  pursued  by  our 
own  association  in  New  Mexico,  and  this  leads  me  to  read  to 
you  the  foreword  to  the  first  issue  of  our  Tax  Review,  the 
official  publication  of  our  association.  In  this  we  tried  to 
express  briefly  the  need  of  an  organization  and  the  course  we 
planned  to  pursue. 
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' '  The  New  Mexico  Taxpayers '  Association  was  organized  on  the  first 
day  of  September,  1915,  for  the  purpose  of  affording  those  who  pay  for 
the  government  of  this  state  a  medium  of  instruction  and  an  organ  of 
expression.  It  was  the  aim  of  its  organizers  and  is  the  aim  of  its  direc- 
tors to  keep  the  organization  absolutely  free  from  politics,  and  to  give  its 
members  and  all  taxpayers  an  unbiased  source  of  information  as  to  mat- 
ters concerning  the  raising  and  expenditure  of  the  people's  money  and 
the  conduct  of  their  affairs.  Being  absolutely  unofficial  and  supported 
entirely  by  the  voluntary  subscriptions  of  its  members,  and  its  need  being 
unquestioned,  its  success,  we  believe,  will  be  assured  as  long  as  it  remains 
a  non-partisan,  open  forum  for  the  study  and  discussion  of  taxation  and 
administrative  problems.  It  is  not  the  aim  of  this  organization  to 
criticize  but  to  analyze.  It  does  not  propose  to  tear  down  but  to  build 
up,  and  to  destroy  only  as  it  offers  well-grounded  substitutes  and  improve- 
ments. 

"Carelessness  and  extravagance  in  the  expenditure  of  public  moneys, 
waste  and  inefficiency  in  the  conduct  of  public  business,  have  long  been 
the  rule  rather  than  the  exception  throughout  the  United  States.  But  the 
desire  to  change  these  conditions  is  growing.  There  is  an  increasing 
eagerness  amongst  taxpayers  to  find  out  where  the  system  is  wrong,  and 
how  the  system,  where  they  find  it  is  wrong,  can  be  made  right.  There 
is  a  keen  desire  to  learn,  a  wish  to  be  shown,  an  insistence  on  knowing 
why. 

"The  people  are,  moreover,  beginning  to  be  appalled  at  the  extent  of 
the  demands  made  on  them,  and  in  general  at  the  comparative  inadequacy 
of  the  results  attained.  At  the  same  time  they  realize  that  improvements 
cannot  be  brought  about  until  the  defects  in  their  present  systems  of 
taxation,  revenues,  and  administration  are  discovered  through  a  careful 
and  dispassionate  examination  of  our  present  conditions,  a  painstaking 
and  thorough  analysis  of  our  present  laws. 

"To  bring  about  such  an  examination  and  such  an  analysis  as  far  as 
New  Mexico  is  concerned  is  one  of  the  main  objects  of  our  association, 
and  in  doing  so  we  will  serve  not  only  the  members  of  the  association  but 
all  the  people  of  the  state.  The  Taxpayers'  Association  can  accomplish 
nothing  good  which  will  not  be  good  for  every  resident  of  New  Mexico. 
This  being  true,  we  ask  each  taxpayer,  large  or  small,  to  become  a  member 
of  the  association  as  soon  as  he  is  convinced  of  the  sincerity  of  its  aims 
and  the  soundness  of  its  methods. ' ' 

The  feature  which  we  have  particularly  tried  to  emphasize, 
in  the  hope  of  securing  wide  membership  and  popular  sup- 
port, is  the  comparative  disproportion  between  the  outlay 
and  the  resulting  benefits — the  fact  that  the  taxpayer  is  not 
getting  his  money's  worth.  By  constantly  laying  stress  on 
this  point  we  think  the  average  American  will  be  made  to 
take  notice  more  quickly  than  by  any  other  method  and  that, 
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once  his  attention  is  so  secured,  lie  can  be  brought  to  study 
other  less  simple  phases  of  our  work. 

Other  state  associations  are  apparently  of  the  same  opinion. 
Mr.  Henry  E.  Reed,  of  Portland,  Oregon,  at  the  organization 
meeting  of  the  taxpayers'  association  in  that  state,  said: 

' '  The  taxpayers  of  Oregon,  like  those  of  most  other  states,  are  entering 
the  lists  in  their  own  defense,  after  the  public  debt  and  the  public  taxa- 
tion, responding  to  popular  demands,  have  mounted  to  dizzy  heights.  The 
present  burden  rests  with  great  severity  upon  productive  and  latent  re- 
sources. It  is  almost  too  heavy  a  load  for  a  young  state  of  small  and 
sparse  population  to  carry." 

This  is  well  expressed.  Unless  the  average  man  can  be 
made  to  see  that  he  must  individually  guard  himself  against 
heedlessness,  headlessness,  and  indifference  in  the  conduct  of 
public  affairs,  unless  he  can  be  brought  to  realize  that  our 
government  is  getting  too  big,  too  active,  and  the  demands 
for  its  expansion  too  insistent  for  these  things  longer  to  be 
viewed  with  amused  tolerance,  associations  such  as  ours  will 
be  of  little  avail. 

Now  in  this  connection,  I  beg  you  not  to  misunderstand  me. 
No  one  who  has  held  public  office  can  fail  to  realize  the  diffi- 
cult position  in  which  the  average  public  servant  finds  him- 
self. I  am  not  criticizing  public  officials  as  a  class.  Much  of 
the  real  trouble  lies  with  the  public  itself.  If  there  be  need 
of  greater  competence  and  honesty  in  public  life,  there  is 
equal  need  for  intelligence  and  honesty  of  purpose  on  the 
part  of  the  voters.  If  the  people  in  a  given  community  re- 
main so  careless  and  unobservant  as  to  mistake  an  affable 
official  for  a  competent  one,  or  if  they  sweepingly  condemn 
all  their  public  servants  as  dishonest  and  incompetent,  the 
tone  of  public  life  in  that  community  is  almost  sure  to  be 
flavored  with  hypocrisy  and  tainted  with  graft.  On  the  other 
hand,  intelligent  judgment,  just  censure,  and  deserved  praise 
bestowed  with  fairness  and  discrimination  will  inevitably 
tend  towards  a  higher  ideal  of  public  service.  In  short,  our 
officials  are  going  to  be  what  the  people,  as  a  whole,  expect 
them  to  be.  The  need  above  all  others  is  a  fair  appraisement 
of  public  officials  from  the  outside ;  conservative  criticism, 
fearless  exposure,  if  need  be,  and,  especially,  accurate,  specific, 
reliable  information  on  public  affairs. 
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It  need  hardly  be  said  that  these  things  cannot  be  had 
through  public  office.  Public  officers  cannot  in  the  long  run 
be  expected  to  criticize  one  another ;  if  they  do  the  public 
cannot  tell  whether  the  criticism  is  for  its  benefit  and  infor- 
mation or  for  political  or  personal  advantage.  The  public 
most  of  all  must  have  confidence  in  criticisms  made,  must  be- 
lieve, and  be  justified  in  the  belief,  that  no  man  in  public  life 
will  be  subjected  to  criticism  without  cause  and  none  pro- 
tected on  any  ground  of  expediency  or  favoritism.  No  public 
office  could  long  withstand  the  temptation  to  use  the  enor- 
mous power  of  publicity  for  ulterior  ends,  or  be  free  from 
suspicion  even  if  it  accomplished  such  a  miracle  of  political 
integrity.  Only  an  unofficial  organization,  absolutely  non- 
partisan, can  do  this,  only  an  unofficial  organization  held 
constantly  for  results  by  its  supporters  could  resist  the  in- 
evitable dry  rot  which  so  often  overtakes  public  bodies. 

As  has  already  been  said,  a  taxpayers'  association  cannot 
be  the  greatest  success  without  a  wide  membership  of  all 
classes  of  taxpayers,  large  and  small.  Its  initial  support, 
however,  must  generally  come  from  the  larger  taxpayers, 
who,  because  of  their  intimacy  with  large  business  affairs, 
are  more  likely  to  know  the  real  deficiencies  of  our  govern- 
ment. This  does  not  mean  that  the  man  whose  taxes  amount 
to  thousands  of  dollars  is  more  desirous  than  the  small  tax- 
payer of  honest  and  efficient  government.  It  merely  means 
that  he  often  has,  as  a  result  of  his  daily  experience,  a  knowl- 
edge of  our  deficiencies  which  a  taxpayers'  association  alone 
can  furnish  to  the  great  body  of  citizens. 

But  if  the  large  taxpayer  must  be  a  support  of  these  bodies, 
it  is  equally  certain  that  the  interest  of  the  small  taxpayer 
must  likewise  be  secured.  His  interest  is  needed  more  than 
his  money.  The  work  must  be  so  conducted  as  to  be  free 
from  any  charge  that  it  is  carried  on  for  any  taxpay.  r  or 
particular  class  of  taxpayers.  If  these  associations  are  to 
succeed,  they  must  benefit  every  class  and  every  person  in  the 
community  not  deriving  an  unholy  profit  from  governmental 
incompetence  or  dishonesty.  The  benefit  must  not  be  a  direct 
one  through  the  securing  of  favors  for  some  to  the  injury  of 
the  rest,  but  an  indirect  one  through  the  improvement  of 
government  for  the  benefit  of  all. 
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As  to  an  actual  working  plan,  we  can  only  speak  from  our 
own  experience.     Fundamentally,  the  essential  requisite  for 
any  degree  of  success  is  a  thoroughly  equipped  man  as  active 
manager  or  director.     Without  such  a  man  it  is  difficult  to 
make  the  enthusiasm  and  devotion  of  other  officers  effective. 
The  requisites  for  such  a  man  are:  first,  a  special  education, 
thorough  training,  and  experience;  Thru,  what  is  equally  im- 
portant, tact  and  industry  and  a  love  for  the  work,  and  I 
may  add,  a  certain  amount  of  optimism  and  a  good  modicum 
of  firmness.     He  should  have  great  capacity  for  detail  and 
still  be  broad-minded  and  generous  in  his  ideas,  a  student  of 
human  nature  as  well  as  of  facts  and  figures.    This  is  a  good 
deal  to  ask,  but,  in  our  own  case,  we  have  been  so  fortunate 
as  to  secure  the  services  of  a  director  who  has  these  qualities. 
Whatever  degree  of  success  we  have  had  is  largely  due  to  him. 
He  has  proceeded  on  the   theory  that  the  field   of   work 
should  be  tentatively  selected  to  start  with,  although  no  pro- 
gram of  operation  should  necessarily  be  strictly  adhered  to. 
Moreover,  we  are  of  the  opinion  that  a  taxpayers'  association 
should  not  undertake  to  seek  out  the  tax  dodgers  or  readjust 
the  burden  of  taxation.     The  proper  apportionment  of  the 
tax  burden  is  as  natural  to  a  public  agency,  a  tax  commission 
and  tax  assessor,  as  the  restriction  of  that  burden  to  proper 
public  needs  is  natural  to  a  private  agency— the  taxpayers' 

association. 

Because  a  taxpayers'  association  should  not  interfere  in 
the  adjustment  of  taxes,  however,  is  no  reason  why  it  may 
not  make  the  work  of  public  agencies  easier  by  giving  pub- 
licity to  proper  methods  of  taxation  and  the  kind  of  laws  and 
administration  needed  to  procure  right  results. 

The  actual  work  of  a  taxpayers'  association  involves  inves- 
tigation, publicity,  and  assistance  wherever  possible  to  public 
officers  in  actual  administration. 

In  pursuance  of  this  plan,  our  director  has  worked  m 
hearty  accord  with  our  state  tax  commission,  with  many  of 
our  boards  of  countv  commissioners,  and  with  school  directors 
throughout  the  state,  giving  especial  attention  during  the  past 
year  to  the  details  of  tax  levies,  to  seeing  to  it  that  the  pro- 
posed levies  were  within  the  law,  and,  in  the  case  of  schools, 


344  NATIONAL  TAX  ASSOCIATION 

that  the  proposed  allowances  were  reasonable  and  necessary. 
All  this  was,  as  far  as  the  association  is  concerned,  merely  in 
the  way  of  suggestion,  but  the  results  have  been  gratifying. 
Through  such  co-operation  these  public  bodies  have  been  able 
to  bring  about  changes  that  have  resulted  in  the  saving  of 
many  thousands  of  dollars,  several  hundred  thousand  dollars, 
I  may  say,  much  to  the  satisfaction  of  the  public  officials  con- 
cerned, as  Avell  as  of  the  taxpayers  themselves. 

In  pursuance  of  the  program  of  inquiry  and  investigation, 
our  director  is  now  engaged  in  a  statistical  analysis  of  state, 
county,  and,  when  requested  to  make  them,  of  municipal 
offices.  This  comprises  a  detailed  study  of  what  public  offi- 
cers are  actually  doing,  how  they  go  about  their  work,  what 
their  duties  are,  and  how  those  duties  are  performed.  As  he 
proceeds  he  makes  careful  note  of  the  adequacy  of  existing 
laws  with  a  view  to  recommendations  for  future  remedial 
legislation.  Moreover,  he  seeks  to  ascertain  how  the  depart- 
ments are  supported,  how  the  money  is  collected,  how  much 
is  expended  and  how  it  is  expended,  and  whether  or  not  a 
proper  auditing  procedure  is  followed.  While  he  seeks  to 
find  out  how  the  same  results  may  be  secured  for  less  money, 
or  better  results  for  the  same  money,  he  does  not  hesitate  to 
say  so  when  he  finds  that  more  money  is  needed  to  get  better 
results.  Accurate  and  detailed  knowledge  of  how  every 
public  body  works  is,  we  believe,  absolutely  essential  before 
any  information  of  valne  can  be  given  out  and  before  any 
improvements  can  be  recommended. 

Xow,  of  course,  such  an  investigation,  involving  as  it  does 
many  lengthy  audits,  would  require  an  enormous  amount  of 
time,  money,  and  equipment  in  one  of  these  great,  populous 
eastern  states  of  yours.  It  will  require  a  good  deal  of  time 
even  in  our  own,  with  a  population  of  less  than  half  a  million. 
Owing,  however,  to  the  cheerful  co-operation  of  most  of  the 
departments,  it  is  proceeding  rapidly  with  results  that  are 
already  demonstrating  to  the  public  that  simple  business 
methods  everywhere  applied  to  public  administration  would 
not  only  result  in  great  saving  but  would  dissipate  many  of 
the  mysteries  that  have  long  befogged  some  of  the  depart- 
ments of  government. 
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Of  course,  gentlemen,  I  am  speaking  only  of  my  own  state 
in  referring  to  these  befogging  mysteries!  We  have  some- 
times had  the  reputation  out  there  of  being  more  or  less 
primitive  in  our  ideas  of  the  functions  of  government — and 
the  perquisites  of  those  who  govern.  Perhaps  this  reputation 
has  not  always  been  entirely  undeserved,  but  I  must  say  that 
it  has  been  really  gratifying  to  find  that  a  man  like  our  direc- 
tor, Mr.  James,  educated  and  trained  in  that  political  Utopia, 
Wisconsin,  should  become  really  enthusiastic  over  the  mani- 
fest desire  of  most  of  our  officials  to  make  good. 

Publicity  is  the  hardest  problem  of  all  that  confront  a  tax- 
payers' association.  Publicity  is  essential  in  order  to  com- 
mand support  and  to  show  what  the  association  is  doing. 
Naturally,  adverse  criticism  sometimes  makes  enemies.  For 
that  reason  it  is  essential  that  facts  be  stated  as  clearly  as 
possible  and  that  criticism  be  indulged  in  only  on  stated  facts 
in  so  clear  and  dispassionate  a  manner  that  its  justice  must 
be  conceded  by  any  fair-minded  person.  Now  the  investigator 
himself  is  not  the  best  man  to  tell  about  the  things  done, 
particularly  not  for  newspaper  purposes.  If  possible,  there- 
fore, every  taxpayers'  association  should  employ  a  trained 
publicity  man.  to  assist  in  getting  its  material  before  the 
public  and  to  prevent  this  material  from  going  out  in  a  man- 
ner that  will  embarrass  the  association.  In  fact,  gentlemen, 
you  cannot  accomplish  much  without  an  efficient  publicity 
department  as  part  of  your  organization. 

In  conclusion,  let  me  say  again  that  taxpayers'  associations 
must  fail  unless,  besides  being  efficient,  they  are  both  human 
and  humane.  It  must  be  admitted  that  a  certain  popular 
prejudice  exists  against  experts  in  general.  Even  so  con- 
servative a  journal  as  the  Neiv  York  Sun  very  recently  re- 
ferred to  the  matter  in  an  editorial  in  the  following  words: 

"  'Justice  '  and  'human  being'  are  not  fit  to  use  iu  connection  with 
efficiency  experts.  Those  great  men  regard  Man,  not  as  a  human  being 
but  as  something  to  be  welded  into  a  perfect,  efficient  mass.  Efficiency 
experts  sometimes  refer  to  the  'human  factor'  or  the  'human  equation' 
both  to  be  dreaded,  studied,  pounced  upon,  quelled,  punctured  with  deci- 
mal points   and,  at   the   last,   indexed." 

Discounting  this  in  deference  to  the  manifest  opportunities 
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the  subject  offers  to  the  trenchant  pen  of  the  brilliant  editor 
of  the  Sun,  we  must  nevertheless  admit  that  it  does,  in  a  way, 
express  a  point  of  view  which  is  too  widely  held.  It  should 
be  our  aim  to  demonstrate  the  essential  unfairness  of  such 
an  arraignment  as  this,  and  to  eliminate  entirely  any  grounds 
for  such  criticism,  even  in  a  modified  form.  It  is  certain  that 
such  expressions  as  these,  coming  from  such  a  source,  will  be 
"pounced  upon"  with  avidity  by  the  elements  which  surrep- 
titiously work  for  the  perpetuation  of  public  incompetence 
for  private  gain,  by  the  very  elements  which  good  influences, 
such  as  the  Neiv  York  Sun,  have  been  fighting  for  generations. 

It  is  difficult  to  see  how  government  in  this  nation  is  to  be 
saved  from  demoralization  unless  the  great  mass  of  the  people 
can  be  made  to  see  more  clearly  the  present  trend  of  things. 
Men  in  the  high  public  positions  who  have  for  years  opposed 
waste  and  extravagance  now  think  and  say  that  this  genera- 
tion has  come  to  regard  the  government  as  something  created 
and  existing  mainly  for  the  purpose  of  gathering  money  and 
giving  it  to  whomever  may  ask  for  it,  and,  moreover,  that 
Congress  seems  ready  if  not  eager  to  accede  to  this  point  of 
view  and  to  comply  with  these  demands. 

Now,  it  is  no  nearer  the  truth  that  all  experts  are  heartless 
machines  than  that  all  public  officers  are  selfish  cynics.  There 
are  big,  broad,  Avhole-souled  men  amongst  both  classes,  and  it 
is  up  to  these  non-political  associations  of  citizens,  which  are 
springing  up  so  rapidly  all  over  the  land,  to  bring  these  men 
together — to  get  them  to  co-operate  for  the  common  good. 

Reform  movements  which  seek  to  throttle  legitimate  prog- 
ress are  worse  than  useless;  a  government  under  the  control 
of  those  whose  main  underlying  motive  is  the  perpetuation  of 
political  power  is  a  tragedy.  The  people  are  just  beginning 
to  understand  that  efforts  to  better  the  administration  of 
public  affairs  have  for  years  been  greatly  handicapped  by  the 
existence  of  one  or  both  of  these  conditions,  and  it  is  the 
patriotic  duty  of  all  Americans  who  wish  for  the  successful 
continuance  of  our  present  form  of  republican  government  to 
keep  fighting  for  thoroughness  and  efficiency,  combined  with 
broadmindedness  on  the  one  hand  and  a  higher  ideal  of 
public  service  on  the  other. 


THE  ASHEVILLE  BOARD  OF  TRADE'S  PLAN  FOR 
THE  GENERAL  PROPERTY  TAX 

W.    VANCE   BROWN 

Asheville,  North  Carolina 

This  plan  for  remedying  the  property  tax  system  as  ad- 
ministered in  North  Carolina  is  suhmitted  to  the  membership 
of  this  association  with  some  diffidence,  for,  while  we  are  very 
sure  it  is  applicable  to  and  would  greatly  benefit  our  condi- 
tions in  North  Carolina,  it  may  not  be  so  suitable  for  other 
sections.  Still  the  views  it  expresses  may  be  of  service  even 
if  it  could  not  be  used  in  its  entirety.  We  believe  our  plan 
strikes  at  the  root  of  the  property  tax  problem,  explains  why 
its  administration  has  not  been  successful,  and  why  the  re- 
forms that  have  been  suggested  have  not  been  accepted  and 
adopted  by  the  voters  in  several  states. 

To  make  our  position  clear,  let  me  first  state  that  the  North 
Carolina  constitution  prescribes  that  all  property,  both  real 
and  personal  and  of  every  character,  shall  be  listed,  valued  at 
its  full  market  value,  and  that  all  shall  pay  a  uniform  tax 
rate.  The  county  authorities,  under  some  supervision  of  the 
state  tax  commission,  do  all  the  listing  and  valuing  and  col- 
lect the  state  tax  as  well  as  their  own.  This  combined  rate 
averages  about  one  per  cent  or  10  mills.  The  towns  or  cities 
accept  and  use  the  county's  listing  and  valuations,  adding 
another  levy  of  upwards  of  1.5  per  cent  or  15  mills.  So  that 
in  the  city  of  Asheville,  N.  C,  for  instance,  the  total  com- 
bined rate  that  an  owner  of  property  pays  is  2.55  per  cent  or 
25.5  mills  on  the  assessed  money  value.  "While  the  author- 
ities have  much  power  and  the  owner  must  sign  and  swear  to 
his  returns,  we  have  about  all  the  bad  conditions  to  be  found 
in  any  other  state.  You  know  very  well  what  that  means  and 
I  will  not  further  describe  them.  It  is  not  the  condition  of 
things  that  now  needs  talking  about,  but  the  necessary 
remedy,  as  was  so  well  stated  in  a  late  publication  of  this 
association. 

347 
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For  about  five  years  a  group  of  business  men  in  the  city  of 
Asheville  have  been  investigating  the  property  tax  system  as 
administered  in  North  Carolina,  trying  to  find  some  method 
to  better  conditions.  They  are  all  busy  men  in  their  several 
lines  and  are  owners  of  property  of  various  classes ;  some  of 
them  are  members  of  this  association  and  have  read  many  of 
the  association's  publications;  so  that  they  are  fairly  well 
posted  on  many  points  of  view  and  on  the  conditions  prevail- 
ing in  other  sections.  In  my  opinion,  the  study  of  the  annual 
reports  of  this  association  is  a  liberal  education  in  taxation 
methods  and  systems.  In  connection  with  their  local  board 
of  trade,  the  business  men  of  Asheville  brought  out  a  pam- 
phlet calling  attention  to  the  tax  conditions  and  suggesting 
some  improvements ;  and  this  pamphlet  has  been  given  credit 
for  being  the  main  factor  in  starting  the  agitation  for  an 
amendment  to  the  state  constitution  making  legal  the  classifi- 
cation of  property.  Such  an  amendment  was  submitted  to  the 
people  and  was  defeated  by  an  overwhelming  majority.  This 
result  did  not  deter  these  men.  though  they  gave  up  hope  of 
any  change  in  the  constitution  for  the  present.  They  felt 
that  it  should  be  possible  to  better  the  conditions  even  with 
the  present  constitutional  provisions,  and  could  not  believe 
that  the  only  remedy  lay  in  classification,  even  though  it 
might  be  the  best.  So  they  continued  their  studies,  more 
particularly  of  the  reasons  why  the  proposal  was  defeated 
and  of  the  point  of  view  of  the  taxpayers  and  assessors.  They 
believed  also  that  if  they  could  strip  the  subject  of  all  bias 
and  questions  that  have  grown  into  and  with  the  system  as  it 
at  present  exists,  they  would  see  more  clearly  the  necessary 
remedy. 

In  our  opinion,  the  point  of  view  of  the  taxpayer  has  not, 
in  suggested  reforms,  been  considered  enough.  No  one  seems 
to  have  thought  of  asking  for  his  opinion,  and  yet  without 
the  taxpayer,  who  is  with  us  also  a  voter,  it  is  impossible  to 
change  any  condition  of  affairs.  The  average  taxpayer  may 
be  somewhat  ignorant  of  economics  and  the  best  system  of 
taxation,  and  will  not  study  the  question  very  much,  but  he 
is  usually  fully  convinced  that  one  class  of  property  is  equally 
with  another  able  to  bear  its  share  of  the  burdens  of  taxation, 
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more  especially  if  he  happen  not  to  own  any  of  the  class  for 
which  special  lower  rates  are  proposed  to  apply.  A  proposal 
to  classify  property  for  taxation  will  start  an  argument 
among  taxpayers  at  any  time,  and  why  should  they  be  blamed 
when  even  experts  differ?  The  taxpayer's  point  of  view  is 
that  he  cannot  afford  to  pay  out  more  money  per  year  for 
taxes  than  he  is  paying  and  that  certain  of  his  neighbors  are 
evading  payment  of  more  or  are  undervalued  more  than  he. 
For  these  and  for  other  reasons,  therefore,  it  seemed  to  us 
that  reform  might  with  better  success  be  started  from  another 
angle,  until  there  was  more  agreement  among  voters  that 
classification  was  necessary  to  cure  the  present  evils  or  to 
raise  more  revenue.  The  attempt  only  combined  all  elements 
to  defeat  the  object.  We  also  noted  the  fact  that  heretofore 
the  property  tax  law  had  been  drawn  almost  entirely  with 
the  idea  of  raising  certain  sums  of  money  necessary  for  the 
different  governments,  state,  county,  and  city,  with  not  much 
thought  of  what  conditions  the  demand  would  bring  about  or 
of  the  point  of  view  of  the  taxpayer  and  how  it  would  affect 
him  or  his  property.  And  each  year  the  pressure  to  have  the 
property  owner  pay  the  demand  thus  shortsightedly  made  has 
become  stronger  and  stronger  and  all  the  efforts  of  the  law- 
maker and  his  advisers  (many  of  them  members  of  this  asso- 
ciation, by  the  way)  have  been  used  to  devise  new  means  of 
forcing  the  property  on  the  tax  list  and  at  higher  values  or 
to  relieve  the  pressure  on  a  part.  "We  as  business  men  and  as 
taxpayers  believe  this  to  be  wrong,  undertaking  the  work 
from  the  wrong  direction  and  with  the  wrong  spirit,  and  that 
to  remedy  the  present  conditions  there  should  be  a  complete 
reversal  of  the  method  of  approaching  the  subject. 

We  worked  on  several  plans  before  we  settled  upon  the  one 
we  now  advocate.  We  reached  our  conclusion  by  setting  aside 
this  and  that  as  not  being  fundamental  or  practical,  until  we 
came  to  the  proposal  so  well  advocated  by  others,  that  four 
or  five  mills  on  money,  mortgages,  and  credits  was  all  that 
should  be  levied  or  that  could  be  collected,  and  we  decided  to 
try  the  application  of  this  low  rate  to  all  property  uniformly 
as  our  constitution  provided,  and  here  we  began  to  see  light 
and  to  realize  that  we  were  on  the  track  of  something  both 
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practicable  and  equitable.  But  even  yet  we  did  not  see  why 
this  was  just,  equitable,  and  right.  That  took  much  thinking, 
figuring,  and  discussion,  as  no  doubt  it  should  and  will  be- 
fore being  applied.  The  thought  came  to  us  that  perhaps 
our  fathers  knew  better  than  we  imagined  when  they  stipu- 
lated a  uniform  rate  in  the  constitution.  We  wrote  for 
authorities  and  information  on  the  question  of  a  low  rate  on 
all  classes  of  property,  but  were  told  there  were  none  and 
that  our  idea  of  such  a  low  uniform  tax  limit  was  novel.  So, 
not  having  a  very  exalted  opinion  of  ourselves,  we  feared  our 
reasoning  might  be  unsound.  It  may  be  that  some  of  you  will 
be  able  to  prove  this  offhand,  but  so  far  we  have  been  unable 
to  see  it.  In  any  event  we  are  glad  enough  to  give  you  the 
point  of  view  of  some  business  men  on  this  much  debated  sub- 
ject and  have  your  comment. 

To  begin  with  and  before  you  think  out  any  criticism,  I 
want  each  of  you  to  divest  yourselves  of  all  your  theories  and 
each  imagine  you  are  an  ordinary  citizen,  like  those  being 
taxed,  a  possessor  of  various  forms  of  property,  enough  to 
support  yourself  and  family  comfortably,  and  that  you  move 
yourself  and  family  and  all  your  possessions  into  another 
state  where  you  are  not  well  known,  one  that  has  a  general 
property  tax  as  prescribed  by  the  constitution  of  North  Caro- 
lina. You  exchange  some  of  your  property  for  various  other 
property  in  your  new  home,  including,  we  will  say,  a  farm 
and  some  improved  city  property,  and  your  home  in  the  city. 
We  will  presume  you  are  trained  and  willing  to  contribute 
your  share,  as  measured  by  your  possessions,  to  the  support 
of  the  governments  of  the  state  and  local  community.  We 
will  suppose  you  gave  the  question  of  taxation  very  little 
thought  until  approached  by  the  tax  collector,  who  says,  "I 
am  authorized  by  the  various  governments  under  which  you 
are  now  living  and  protected  to  demand  of  you  40  per  cent 
of  the  average  possible  income  you  can  obtain  from  the  full 
money  value  of  your  possessions."  What  would  you  think? 
You  would  consider  the  demand  exorbitant  and.  if  unable  to 
move  away,  would  use  all  your  senses  to  deceive  that  tax 
collector  about  what  your  possible  average  income  would  be. 
Suppose  instead  of  40  per  cent  he  had  demanded  10  per  cent, 
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you  would  still  have  thought  it  fairly  high,  but  would  you 
not  have  thought:  "I  am  a  stranger.  This  man  will  have  no 
sympathy  with  me  if  I  lie  to  him.  Pie  says  it  is  the  same  de- 
mand on  and  payable  by  everyone ;  so  there  is  no  sympathy 
obtainable  from  my  neighbors.  I  will  pay,  but  I  would  like 
to  know  how  they  find  use  for  so  much  revenue."  A  simple 
story  you  will  think,  and  yet  that  is  in  effect  what  is  taking 
place  in  our  state,  except  the  supposed  10  per  cent  and  its 
results. 

Now,  I  do  not  believe  that  there  are  any  of  you  who  will 
not  admit  that  40  per  cent  of  the  average  possible  income  from 
the  full  money  value  of  property  is  too  great  a  demand  for 
the  government  to  make.  You  may,  however,  say  that  there 
is  no  such  demand  being  made  even  with  a  rate  of  25.5  mills, 
our  Asheville  rate.  We  base  our  claim  that  there  is  such  a 
demand  being  made  in  North  Carolina  from  the  fact  that  the 
legal  and  the  current  rate  of  interest,  i.  e.,  the  average  earning 
power  of  money,  is  with  us  six  per  cent.  The  law  requires 
full  market  valuation  and  all  possessions  to  be  listed ;  there- 
fore 25  mills  is  at  least  42  per  cent  demand  on  the  income  of 
money  on  deposit  and  loaned  on  mortgage  or  invested  in  stock 
certificates.  That  is  easily  seen.  We  assert  that,  though  not 
so  easily  perceived,  it  is  the  same  with  all  classes  of  property 
when  such  property  is  reduced  to  full  money  value  as  the  law 
demands.  That  is  to  say.  we  assert  that  by  reducing  all 
classes  of  property  to  a  common  term,  money,  the  ultimate 
possible  net  average  income  or  earnings  from  the  investment 
in  such  property  is  actually  the  same  as  would  be  from  its 
value  in  money:  or  to  put  it  another  way,  reduce  any  pieca 
of  property  to  full  money  value  and  at  once  you  can  know 
that  its  average  earning  power  is  only  equal  to  and  not  more 
than  the  earning  power  of  the  amount  of  money  at  which  it  is 
appraised.     This  is  the  principle  on  which  our  plan  rests. 

If  you  will  admit  this  principle  you  will  change  the  whole 
aspect  of  the  property  tax  problem,  simplifying  it  so  that  the 
ordinary  citizen  can  see  the  cause  of  all  our  property  tax 
trouble  and  the  remedy  necessary.  Nearly  everyone  will  ad- 
mit that  10  per  cent  of  the  income  so  found  ought  to  bs 
enough  for  the  government  to  demand,  and  can  then  see  that 
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a  demand  of  more  will  cause  evasion,  undervaluing,  and  all 
the  other  conditions,  including  sympathy  of  the  assessor  for 
the  owner,  even  though  neither  of  them  now  see  the  fact 
clearly  except  in  the  case  of  money  on  deposit,  mortgages,  etc. 

To  illustrate :  Suppose  a  widow  is  left  with  $50,000  life  in- 
surance. Suppose  she  cannot  manage  her  estate,  but  with 
judgment  it  is  invested  in  various  classes  of  property.  What 
would  you  expect  her  average  income  return  would  be  ?  Not 
over  whatever  the  current  interest  rate  might  be.  What  she 
invests  in  intangible  property  you  will  admit  will  earn  her 
only  about  the  current  interest  rate ;  and  many  will  agree 
that  in  such  case  the  tax  rate  should  not  be  over  about  five 
mills,  or  about  eight  per  cent  of  its  returns.  Will  you  argue 
that  the  investments  she  makes  in  tangible  property  will  earn 
for  her  more,  over  a  series  of  years?  I  think  not.  Then  why, 
if  assessed  at  full  market  value  (the  price  she  paid),  should 
the  tangible  part  of  her  estate  be  required  to  pay  a  rate  of 
tax  that  will  be  42  per  cent  of  her  estate  return,  five  times 
the  percentage  admitted  as  correct  for  the  intangible  part, 
more  especially  if  the  constitution  prescribes  it  shall  be  uni- 
form? Do  you  believe  the  average  net  return  on  the  full 
money  value  of  all  the  farming  land  is  more  than  the  current 
interest  rate — it  is,  I  think,  much  less — or  of  improved  city 
property  under  the  same  conditions?  By  personal  inquiry 
among  many  classes  of  property  owners  we  have  assured  our- 
selves that  the  current  interest  rate  on  the  full  value  of  their 
property  approximates  their  average  maximum  net  return. 
Many  investments  in  business  return  much  more,  but  when 
you  figure  in  the  money  lost  in  the  same  business,  you  will 
find  that  over  a  series  of  years  the  current  interest  rate  is 
very  nearly  the  net  average  return  on  all  such  investments  in 
business.  Who  would  advise  a  widow  to  invest  all  her  estate 
in  a  new  or,  in  fact,  any  one  business?  The  risk  of  loss  would 
be  too  great. 

The  question  of  how  an  assessor  arrives  at  his  valuation  of 
any  class  of  property  does  not  affect  the  truth  of  this  prin- 
ciple we  have  set  forth,  presuming  that  he  without  prejudice 
reduces  the  investment  in  that  particular  property  to  its  true 
value  in  monev,  as  is  demanded  of  him.    The  base  from  which 
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the  tax  is  figured  is  then  not  property  at  all,  but  money.  Its 
possible  return,  while  in  the  shape  of  property,  has  perhaps 
been  one  factor,  but  not  necessarily  the  only  factor,  in  the 
assessor's  appraisal  of  its  money  value.  It  is  an  investment 
of  capital  in  property,  the  assessor  having  only  reduced  or 
transformed  it  to  money  value  for  the  purpose  of  figuring  its 
proper  contribution  to  the  revenues  of  the  government.  His 
judgment  has  changed  it  for  all  figuring  purposes  from  prop- 
erty to  money ;  and  as  year  by  year  the  property  itself,  from 
one  cause  or  another,  rises  or  falls  in  value,  and  is  so  re- 
corded by  the  assessor  (working  without  bias),  so  its  contri- 
bution to  the  government  revenues  would  increase  or  decrease. 
In  changing  money  into  property,  or  property  into  money, 
there  would  and  should  be  no  loss  or  gain  on  the  tax  books 
except  the  increment  or  otherwise,  and  frequent  valuations 
would  keep  all  on  a  parity  for  any  given  time.  Money  is  the 
base  from  which  the  tax  rate  is  figured.  Then  why  should 
something  reduced  to  full  money  value  be  figured  from  some 
other  base  and  thus  be  found  paying  a  higher  or  lower  rate 
than  money  ?  If  it  be  determined  that  money  invested  in 
land  ought  to  pay  a  higher  rate  of  tax  than  money  invested 
in,  say,  machinery  or  mortgages,  that  is  another  matter.  But 
so  far  it  has  not  been  so  determined  in  our  state,  where  it  is 
expressly  stated  that  the  rate  levied  on  it  shall  be  uniform 
with  other  investments  or  property. 

From  these  and  other  facts,  we  came  also  to  another  con- 
elusion  that  became  a  part  of  the  structure  of  our  plan,  viz., 
that  the  current  interest  rate  on  reasonably  long-time  paper 
is  the  best  indicator  of  the  net  average  possible  income  from 
the  money  value  of  all  classes  of  property.  And  taking  the 
taxation  limit  of  the  demand  that  should  be  made  as  10  per 
cent,  with  the  other  conclusions  above  set  forth,  and  being 
advised  that  the  state  legislature  had  power  to  limit  the  rate 
that  could  be  levied,  we  developed  the  Asheville  plan. 

"That  before  tax  listing  or  valuation  is  begun  the  legislature  shall  put 
a  limit  of  not  over  six  mills  as  the  total  maximum  combined  tax  rate 
that  can  be  levied  by  all  governments  combined,  state,  county,  and  city, 
dividing  the  six  mills  among  them  as  the  legislature  may  see  fit.  Anil 
also  at  the  same  time  see  to  it  that  there  is  no  opportunity  or  way  left 
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open  whereby  the  people  by  vote,  or  the  officials  in  power,  could  raise 
the  rate  after  list  taking  and  valuation  is  completed. 

"Let  the  legislature  give  the  tax  commission  and  the  governmental 
bodies  full  power  and  machinery  with  which  to  enforce  listing  and  full 
valuation." 

Property  outside  of  cities  would,  of  course,  have  a  lower 
rate  to  pay  than  that  inside.  Suppose,  for  example,  the  state 
was  allowed  one  mill  as  its  part,  the  county  two  mills,  the 
city  three  mills;  county  property  would  pay  three  mills,  city 
six  mills,  half  to  the  county  and  state  and  half  to  the  city 
treasury. 

You  will  note  that  we  have  taken  the  six  per  cent  interest 
rate  as  the  earning-power  base  and  allowed  the  governments 
10  per  cent  of  this  for  taxes,  and  that  the  limited  rate  will 
apply  to  all  classes  of  property.  All  the  arguments  in  favor 
of  a  low  rate  on  personal  or  intangible  property  will  apply 
in  favor  of  our  plan.  I  shall  not  repeat  them  before  this  well- 
informed  audience.  It  may  be  said  that  such  a  rate  should 
not  apply  to  real  estate  and  the  like.  But,  as  I  have  stated, 
our  state  constitution  definitely  sets  forth  that  there  shall  be 
no  distinction,  and  when  the  truth  of  the  principle  is  realized, 
that  having  reduced  all  classes  to  one  common  term — money — - 
all  would  have  a  like  average  possible  net  return  on  the  in- 
vestment, it  will  be  seen  that  there  is  no  reason  for  any  dis- 
tinction. 

It  will  be  said  that  other  states  have  tried  limitation  with- 
out bettering  conditions  very  much.  We  claim  that  the  low- 
est limit  set,  that  by  Ohio  of  one  per  cent,  is  no  criterion  by 
which  to  judge  our  plan,  for  that  is  16.66  per  cent — if  their 
average  interest  rate  is  five  per  cent,  it  is  20  per  cent — of  the 
possible  income ;  and,  moreover,  the  rate  in  effect  there  is  in 
fact  1.5  per  cent  or  a  demand  of  25  per  cent  of  the  possible 
income — or  30  per  cent  if  five  per  cent  is  the  average  interest 
rate.  Likewise  all  the  arguments  in  favor  of  any  limit  are 
applicable  to  our  plan,  with  the  additional  fact  that  we  have 
deduced  a  standard  or  rule  by  which  the  proper  limit  can  be 
found  and  made  applicable  to  all  classes  of  property,  and  the 
reason  for  it. 

If  our  reasoning  is  sound,  it  is  demonstrated  that  the  un- 
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reasonable  demand  by  the  authorities  is  the  main,  if  not  the 
only,  reason  for  the  present  bad  conditions  prevailing,  and 
until  that  demand  is  reduced  to  a  reasonable  point,  we  assert 
no  power  on  earth  can  enforce  it  or  the  conditions  be  im- 
proved, and  that  time  is  being  wasted  trying  to  invent  new 
forms  of  pressure  on  the  taxpayer.  There  would  be  time 
enough  to  invent  them  after  the  demand  is  fixed  at  a  reason- 
able percentage. 

The  reason  we  stipulate  that  the  limit  shall  be  set  before 
tax  listing  or  valuation  is  to  give  the  property  owner  assur- 
ance and  knowledge  that  the  rate  will  be  definite  and  reason- 
able, as  well  as  to  clear  the  mind  of  the  assessor  of  any 
sympathy  with  the  taxpayer  and  to  stimulate  him  with  the 
knowledge  that  all  sources  must  do  their  part,  if  sufficient 
revenue  is  to  be  raised,  so  that  he  will  feel  compelled  to  re- 
duce everything  that  comes  before  him  to  full  money  valua- 
tion, the  common  standard  required  by  law.  And  for  further 
assurance  to  the  owner  we  stipulate  that  there  should  not  be 
left  open  any  opportunity  for  the  people  by  vote,  or  the 
officials  in  power,  to  raise  the  rate  after  the  list  taking  and 
valuation  are  completed.  For  if  by  either  of  these  methods 
the  percentage  demanded  could  possibly  be  raised,  then  the 
whole  plan  would  fail,  for  the  desired  results  would  not  be 
obtained  any  better  than  under  the  present  way  of  adminis- 
tering the  system. 

We  claim  that  our  proposed  rate  would,  and  should,  divest 
the  property  owner  of  all  sympathy  of  the  assessor  and  of  his 
fellow-citizens  if  he  tried  to  evade ;  and  that,  the  percentage 
of  the  possible  income  demanded  being  reasonable,  the  owner 
would  have  no  excuse  for  evasion.  The  large  majority  of 
owners  would  be  in  favor  of  rigid  enforcement  of  the  law,  so 
that  the  minority  could  be  controlled  like  any  other  law- 
breakers. With  any  law,  but  more  particularly  a  tax  law, 
public  opinion  in  favor  of  the  law  is  necessary  before  it  can 
be  fully  enforced.  Therefore,  the  general  public  must  be 
convinced  that  the  tax  demanded  is  reasonable  and  fair,  and 
applicable  to  all  alike.  Obtain  this  condition  and  anything 
can  be  carried  out.  While  the  public  do  not  now  clearly  see 
the  reason  for  the  unfairness  of  the  present  law  as  I  have 


356  NATIONAL  TAX  ASSOCIATION 

outlined  it,  they  see  the  effects  clearly,  and  the  results  natur- 
ally follow. 

The  public  have  not  had  the  opportunity  of  studying  the 
tax  question  in  all  its  phases  as  you  gentlemen  here  assembled, 
and  I  am  trusting  that  many  of  you  will  see  this  plan  I  have 
tried  to  put  before  you  even  more  clearly  than  I  have  ex- 
pressed it,  and  will  follow  it  up  and  better  explain  it  so  that 
the  public  can  see  it  clearly.  Its  simplicity  will  appeal  to 
them,  and  we  believe  it  to  be  equitable  and  just  and  that  it 
could  be  administered  much  more  easily  than  the  present 
law,  with  its  unreasonable  demand. 

I  admit  that  I  have  not  laid  before  you  a  full  argument  in 
favor  of  these  proposed  radical  changes  in  our  law,  but  I 
thought  that,  because  of  your  familiarity  with  the  subject  of 
taxation,  you  would  appreciate  many  of  the  minor  considera- 
tions which  might  be  brought  forward,  and  I  have,  therefore, 
confined  myself  to  the  main  points,  thus  reducing  the  length 
of  my  paper. 

We  fear  that  all  the  argument  against  our  plan  will  be 
confined  to  the  question  whether  such  a  low  rate  will  raise 
enough  revenue,  whereas  we  would  like  the  discussion  to  be 
on  the  justice  and  equity  that  the  fixing  of  such  a  rate  by 
such  a  rule  would  bring  about.  We  recognize  that  the  reve- 
nue cannot  be  overlooked,  but  contend  that  it  should  be  sec- 
ondary; and  that  once  the  rate  is  fixed  at  a  reasonable  point 
and  from  a  basis  that  can  be  computed,  found,  and  easily 
recognized,  then  with  full  powers  and  machinery  given  the 
authorities  to  obtain  a  full  valuation  and  listing  of  property, 
the  property  tax  source  of  revenue  should  be  considered  as 
contributing  its  full  quota  and  other  sources  be  utilized  if  yet 
more  revenue  is  necessary,  or.  if  you  will,  contributions  for 
specific  purposes  from  certain  classes  of  property,  be  allowed ; 
i.  e.,  classification  of  benefits  instead  of  classification  of  prop- 
erty. 

We  must,  however,  consider  the  point  of  view  of  the  author- 
ities and  whether  such  a  rate  woidd  raise  enough  revenue  for 
their  requirements.  We  are  afraid  that  at  first  they  will  be 
against  taking  the  risk  of  such  a  comparatively  low  rate. 
While  we   have   found  it  impossible   to  obtain   any  definite 
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figures  showing  the  total  value  of  the  possessions  belonging 
to  the  residents  of  any  community,  so  that  the  authorities 
might  at  once  be  satisfied,  there  are  reasons  for  believing  that 
they  total  many  times  the  amount  listed.  There  must  also  be 
taken  into  account  the  fact  that  the  present  system  is  not 
raising  enough  revenue  for  their  requirements  and,  therefore, 
they  are  not  satisfied  with  it  any  better  than  are  the  taxpay- 
ers. Furthermore,  if  we  are  correct  in  our  contention  that 
10  per  cent  of  the  possible  net  average  income  from  the  full 
value  of  property  is  all  that  is  just,  right,  and  collectible,  why 
should  not  that  much  only  be  asked  and  other  sources  sought 
for  the  required  revenue  rather  than  burden  the  property  tax 
system  with  a  demand  greater  than  it  will  stand  ?  We  should 
not  ignore  the  results  of  that  demand,  as  is  now  the  practice. 

It  is  our  opinion,  based  upon  reading,  observation,  and 
knowledge  of  many  individual  cases,  that  if  by  some  means 
we  had  appraisal  at  full  market  value  and  all  property  listed 
as  the  law  prescribes  (but  does  not  expect),  the  list  of  tan- 
gible property  would  be  fully  four  times  the  present  total 
and  the  list  of  intangible  40  times.  The  only  question  to  be 
decided  is  how  to  get  the  property  listed  and  appraised  at 
full  value  and  with  the  least  trouble,  friction,  and  machinery. 
Like  trade,  it  is  there  and  obtainable  if  gone  after  in  the  right 
way,  but  not  otherwise.  We  assert  that  our  plan  shows  the 
right  way. 

If  w7e  could  prove  that  the  true  value  of  all  the  property 
both  listed  and  unlisted  in  any  tax  district  is  really  four  to 
six  times  the  present  value  on  the  tax  books,  as  is  believed  by 
many,  then  it  would  be  proven  that  the  six  mill  rate  we  pro- 
pose would  give  more  revenue  than  is  at  present  being  raised 
where  the  combined  state,  county,  and  city  levy  is  25  mills. 
We  studied  this  part  of  the  question  also  from  the  property 
owner's  point  of  view  as  well  as  the  assessor's.  For  instance, 
why  do  the  assessors  undervalue  the  property  they  appraise 
and  why  do  the  owmers  undervalue  what  they  have  to  list  and 
leave  off  much  that  the  law  demands  shall  be  listed,  thereby 
making  the  total  value  lower  than  it  should  be?  Dishonesty 
figures  very  little  in  the  answer.  In  our  opinion  the  majority 
of  people,  both  owners  of  property  and  assessors,  are  honest 
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and  would  like  to  be  strictly  so  in  all  their  dealings.  The 
true  reason  is  that  they  are  confronted  with  an  outrageous 
demand  without  authority  to  change  it  to  a  reasonable  one. 
There  is  no  official  with  whom  they  can  argue  the  case  or  from 
whom  they  can  get  any  satisfaction,  and  what  can  they  do 
but  follow  the  method  they  have  learned  and  which  all  their 
neighbors  and  acquaintances  are  following  ?  It  is  only  human 
nature  that  it  should  be  so.  We  contend  that  if  the  legisla- 
ture would  approach  the  problem  from  an  entirely  different 
angle  and  apply  a  logical,  straightforward,  and  clear  remedy 
such  as  we  have  proposed,  the  influences  now  controlling  the 
actions  of  the  property  owners  and  assessors  would  be  re- 
moved, and  the  total  value  be  increased  materially  without 
any  better  means  than  are  now  employed. 

We  have  tried  to  determine  what  the  total  property  value 
would  be  by  comparison  with  known  figures.  Here  is  one  in- 
stance, bank  deposits.  We  have  an  opinion  that  the  total 
bank  deposits  bear  a  certain  relation  to  the  total  possessions 
in  any  community  and  that  the  relation  is  about  one  to  50. 
That  is  to  say,  that  of  the  total  possessions  of  the  taxpayers 
in  a  community  forming  a  taxing  district,  they  will  have  in 
the  shape  of  bank  deposits  not  over  two  per  cent.  If  this  is 
true,  you  can  multiply  the  total  bank  deposits  as  reported  to 
the  government  by  50,  and  this  will  give  you  the  total  posses- 
sions that  should  be  on  the  tax  books,  where  the  law  requires 
everything  to  be  listed  and  reduced  to  full  money  value. 

I  submit  another  instance  as  an  estimate.  Take  the  total 
value  of  property  listed  in  a  tax  district,  say  a  county.  In 
the  district  in  which  I  live  it  is  approximately  25  million 
dollars.  If  you  should  start  out  with  a  credit  of  200  million 
dollars  and  try  to  buy  the  possessions  of  every  inhabitant  of 
that  county,  your  credit  would  fall  short  of  completing  the 
trade.  Of  course,  it  would  be  an  impossible  task  in  any 
event,  but  to  imagine  it  will  indicate  that  not  one-sixth  of  the 
total  possessions  of  that  community  are  listed  for  taxation. 

Or  take  the  names  of  10  men  with  more  than  average  means. 
Through  regular  business  channels  get  an  estimate  of  their 
total  wealth,  deducting  what  is  invested  in  domestic  corpora- 
tions, and  then  take  from  the  tax  books  the  total  value  listed 
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by  them.    You  will  find  the  latter  is  not  over  15  per  cent  or 
20  per  cent  of  the  first  figure  you  have. 

I  have  to  admit  that  these  are  estimates  only,  and,  unless 
our  plan  can  be  accepted  on  the  judgment  of  men  able  to 
estimate  fairly  correctly,  or  upon  its  merits  only,  it  may  be 
necessary  first  to  have  a  commission  of  experts  fully  appraise 
all  tangible  property  in  a  few  districts  and  make  a  detailed 
estimate  of  all  intangible  property  that  should  be  found,  and 
thus  furnish  the  legislature  some  definite  figures  of  what  the 
possibilities  are  for  revenue  from  our  proposed  low-maximum 
rate.  In  any  event,  the  authorities  should  be  content  to  de- 
mand only  what  is  easily  collectible  and  presume  that  those 
from  whom  they  collect  it  will  be  honest;  and  not  as  now 
make  a  demand  that  they  know  will  not  be  paid  by  all  in  the 
same  proportion  and  which  results  in  making  each  inhabitant 
a  more  or  less  immoral  person.  The  authorities,  knowing  the 
result,  are  more  immoral  and  more  to  blame  than  are  the 
owners  of  the  property. 

It  is  only  natural  that  the  authorities  should  fear  that  such 
an  extreme  cut  in  the  tax  rate  would  reduce  their  revenue,  at 
least  for  a  year  or  two.  It  would  in  any  event  take  one  or 
two  years  properly  to  train  men  for  assessors,  to  educate  the 
people  to  a  new  order  of  things,  and  to  perfect  the  machinery, 
and,  unless  this  were  done  before  any  new  order  went  into 
effect,  a  loss  of  revenue  might  be  expected.  To  take  care  of 
this  the  authorities  might  be  given  authority  to  issue  bonds 
to  make  up  the  difference  between  the  amount  collected  and 
the  revenue  of  the  year  before.  Then  they  could  put  the 
more  expert  or  extra  men  on  the  work  of  checking  over  the 
returns  and  obtaining  the  missing  and  undervalued  property, 
applying  all  so  collected  to  the  payment  of  bonds  thus  issued. 
Any  remedy  would  have  the  same  difficulty  at  first.  How- 
ever, this  is  looking  rather  far  ahead.  I  take  it  we  should 
first  find  a  remedy  for  present  conditions  that  will  be  equit- 
able and  just  to  the  property  owner  as  well  as  fair  to  the 
authorities  and  one  that  can,  with  the  tools  with  which  we 
have  to  work,  be  fashioned  into  a  fairly  simple  working  prop- 
osition. The  question  of  revenue  is  secondary,  though  im- 
portant.   You  will  note  I  have  again  reversed  the  usual  order 
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of  approaching  the  question;  viz.,  conditions  first,  revenue 
second. 

The  second  part  of  our  plan  is  not  new  and  it  is  decidedly 
only  supplementary  to  the  first  part,  for  we  do  not  wish  to 
ask  for  more  strength  to  the  arm  of  authority  until  its  de- 
mands are  reduced  to  what  can  be  considered  reasonable. 

In  our  state  the  authorities  have  the  power,  but,  as  we  be- 
lieve, because  of  the  high  rate  there  is  no  public  opinion  be- 
hind the  powers,  and  laws  without  such  backing  are  never 
enforceable. 

To  summarize :  We  assert  that  when,  for  the  purpose  of 
determining  its  contribution  to  the  revenue,  a  property  has 
been  reduced  to  the  owner's  investment  of  money  therein, 
i.  e.,  appraised  at  its  full  market  value,  its  power  of  earning 
for  the  owner  can  be  computed  as  being  not  more  than  the 
current  interest  rate  of  the  money  investment  so  found. 
Therefore,  the  tax  rate  on  such  invested  funds  so  found  should 
not  be  greater  than  what  is  considered  proper  for  and  collec- 
tible of  money  itself.  And  because  the  tax  rate  has  been  made 
four  to  six  times  this  proper  and  collectible  rate  we  have  all 
the  well-known  absurd  yet  deplorable  conditions  found  in  our 
property  tax  system.  Our  remedy  is:  With  this  principal 
compute  and  fix  a  rate  that  is  reasonable  and  just,  and  then 
by  ordinary  methods  the  same  or  more  revenue  will  be  col- 
lected, the  absurd  and  deplorable  conditions  will  not  occur, 
except  where  they  can  be  easily  controlled  and  managed  with 
the  power  that  will  be  given.  We  assert  that  no  power  that 
might  be  given  would  better  the  conditions  unless  the  rate 
were  first  reduced  by  three-fourths  to  five-sixths  of  the  pres- 
ent rate. 

In  conclusion,  I  would  ask  you  to  believe  that  in  putting 
out  this  plan  we  had  no  other  thought  than  to  find  a  remedy 
for  our  present  conditions,  one  that  would  be  within  our  state 
constitution.  We  had  no  thought  of  defeating  classification 
that  so  many  of  you  have  so  ably  advocated,  nor  to  defeat  any 
other  tax  system,  for  instance,  single  tax.  Either  of  these 
may  be  a  better  system  of  obtaining  revenue,  but  they  are 
not  yet  engrafted  into  our  constitution.  And  we  do  not  think 
we  should  wait  for  that  to  be  consummated  before  we  can 
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and  should  better  our  present  deplorable  conditions.  If  by 
coming  here  I  can  enlist  experienced  men  in  the  work  to  be 
done  in  our  state  of  having  our  plan  discussed,  we  shall  con- 
sider we  have  done  well  so  far.  In  any  event  I  appreciate  the 
honor  of  being  asked  to  lay  our  plan  before  you,  and  I  trust 
it  may  at  least  be  of  some  use  in  precipitating  the  best  rem- 
edy— the  aim  we  are  all  seeking. 


THE  STATE  INCOME  TAX  AND  THE  CLASSIFIED 
PROPERTY  TAX 

CHARLES  J.  BULLOCK 
Professor  of  Economics,  Harvard  University 

I 

During  the  past  decade  two  plans  for  the  reform  of  state 
a,nd  local  taxation  have  gradually  forced  themselves  to  the 
front:  the  classification  of  property  and  the  substitution  of 
income  for  property  taxes.  Both  have  now  passed  beyond 
the  stage  of  mere  discussion,  and  have  been  subjected  to  the 
acid  test  of  experience.  Both  have  a  record  of  successful 
achievement,  but  neither  can  claim  to  have  solved  all  taxation 
problems.  Both  have  advocates  and  both  have  critics.  It 
would  seem,  therefore,  that  the  time  has  come  when  a  com- 
parative study  of  the  classified  property  and  state  income 
taxes  can  be  profitably  undertaken. 

The  classified  property  tax  was  first  in  the  field.  When  it 
was  seen  to  be  impossible  to  enforce  the  uniform  taxation  of 
all  classes  of  property  at  the  high  rates  prevailing  in  the 
United  States,  it  was  natural  that  some  of  the  commonwealths 
should  diversify  their  practice  by  classifying  some  kinds  of 
property  for  taxation  by  special  methods  and  at  lower  rates. 
Prior  to  the  present  decade  this  was  undoubtedly  the  line  of 
least  resistance  for  the  average  state.  Our  people  had  always 
been  accustomed  to  the  taxation  of  property,  and  were  inclined 
to  regard  the  income  tax  as  inquisitorial.  Then,  too,  taxation 
of  incomes  had  been  tried  by  a  few  states,  and  had  always 
proved  a  signal  failure ;  so  that  it  had  come  to  be  generally 
agreed  that  the  states  could  not,  and  should  not,  impose  taxes 
upon  incomes.  Prior  to  the  discussions  attending  the  rati- 
fication of  the  sixteenth  amendment  of  the  Federal  Constitu- 
tion, the  income  tax  would  have  been  the  line  of  greatest  re- 
sistance in  the  average  state.  But  the  coming  of  a  federal 
income  tax  and  the  successful  inauguration  of  a  state  tax  on 
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incomes  by  Wisconsin  have  wholly  changed  the  situation. 
-Oklahoma  and  Massachusetts  have  recently  enacted  income 
taxes,  New  York  has  had  such  a  measure  under  consideration, 
Connecticut  has  imposed  an  income  tax  on  certain  classes  of 
corporations,  and  much  interest  has  been  aroused  in  several 
other  states.  Today  the  income  tax  appears  to  enjoy  at  least 
a  large  measure  of  popularity,  and  may  prove  in  many  states 
to  be  the  most  practicable  method  of  remedying  the  evils  of 
the  general  property  tax. 

II 

Comparative  study  of  the  two  plans  of  taxation  requires  first 
•of  all  some  consideration  of  the  results  so  far  achieved,  and  I 
•begin  with  the  classified  property  tax. 

Intangible  property  is  now  classified  for  taxation  at  flat 
rates,  ranging  from  two  to  five  mills  in  the  dollar,  in  six 
states,  namely,  Pennsylvania,  Maryland,  Minnesota,  Iowa, 
Rhode  Island,  and  North  Dakota.1  In  the  last  state  the  law 
is  of  such  recent  date  that  no  statement  about  the  results  is 
possible  ;  but  in  all  the  others  except  Iowa  the  flat  tax  has  been 
a  financial  success.  In  Iowa  the  experiment  was  made  under 
the  worst  possible  administrative  conditions,  and  the  immedi- 
ate result  was  a  loss  of  revenue,  though  not  so  large  as  has 
sbeen  represented  by  opponents  of  the  flat  tax ;  but  subsequently 
the  assessment  of  intangibles  materially  increased,  and  the 
present  prospect  is  that,  even  under  unfavorable  conditions, 
the  new  law  will  give  a  better  financial  result  than  the  old. 

To  form  a  just  estimate  of  the  working  of  the  flat  tax  it  is 
very  necessary  to  observe  the  exact  scope  of  the  tax  in  each 
state  before  making  comparisons  with  others.  This  the  few 
critics  invariably  fail  to  do.  Not  all  kinds  of  intangible 
property  are  subject  to  the  flat  tax  in  any  of  the  six  states. 

i  In  1915  Virginia  imposed  a  state  tax  of  65  cents  per  $100  upon  in- 
tangible property,  and  limited  local  levies  to  30  cents ;  with  the  result 
that  the  maximum  rate  on  intangibles  is  now  95  cents  per  $100,  or  nine 
and  one-half  mills.  I  am  not  sufficiently  informed  about  the  results  of 
this  legislation  to  justify  an  expression  of  opinion  on  the  subject.  In 
1916  a  four  mill  tax  on  intangibles  was  established  in  the  District  of 
^Columbia  where  such  property  had  been  exempt  from  all  taxation  since 
1902. 
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Stocks  of  domestic  corporations  are  everywhere  exempt  from 
it,  savings  deposits  are  often  if  not  always  exempt,  mortgages 
on  domestic  real  estate  are  exempt  in  Minnesota  and  Maryland, 
stocks  of  foreign  corporations  are  exempt  in  Minnesota,  in- 
tangibles yielding  no  income  are  exempt  in  Maryland,  and 
there  has  been  some  question  as  to  whether  bank  deposits  are 
taxable  under  the  Pennsylvania  law.  Under  these  circum- 
stances comparisons  are  difficult,  and  I  cannot  undertake  them 
in  this  paper.  It  should  suffice  that  those  conversant  with 
the  facts  in  Pennsylvania,  Maryland,  Rhode  Island,  and 
Minnesota  testify  that  the  financial  results  are  good,  and  that 
the  revenue  from  this  source  tends  steadily  to  increase.1 

Another  consideration  which  the  critics  have  always  missed 
is  that  the  introduction  of  the  flat  tax  on  intangibles  tends  to 
improve  greatly  the  assessment  of  tangible  personal  property. 
This  has  been  notably  the  result  in  Maryland  and  Rhode 
Island,  and  seems  to  be  true  in  Minnesota.  We  can  there- 
fore say  that  the  flat  tax  not  only  increases  the  revenue  from 
intangibles,  but  indirectly  contributes  to  produce  an  increased 
assessment  of  tangible  personalty,  and  consequently  a  larger 
revenue  from  that  class  of  property. 

But  while  the  tax  has  been,  upon  the  whole,  a  distinct  suc- 
cess, there  is  room  for  improvement  both  in  details  of  the 
law  and  methods  of  administration.  The  rate  of  five  mills 
now  imposed  by  Iowa  is  probably  higher  than  the  average 
state  can  at  present  expect  to  collect  with  reasonable  certainty, 
and  upon  the  other  hand  the  two  mill  rate  imposed  by  North 

i  Criticisms  of  the  flat  tax  can  be  found  in  Professor  Seligman  's  ad- 
dress in  the  Proceedings  of  the  Ninth  Annual  Conference  of  the  Na- 
tional Tax  Association,  126-145;  Eeport  of  the  Committee  on  Taxation 
of  the  City  of  New  York,  1916;  and  Eeport  of  the  Joint  Legislative 
Committee  on  Taxation  of  the  State  of  New  York,  1916.  Professor 
Seligman 's  criticisms  were  answered  by  various  delegates  to  the  Xinth 
Conference.  See  Proceedings,  226-237;  also  article  by  Professor 
Brindley  in  Quarterly  Journal  of  Economics,  May,  1916.  Cf.  the  cur- 
rent reports  of  the  Rhode  Island,  Maryland,  and  Minnesota  Tax  Com- 
missions for  full  information  concerning  those  states ;  also  the  Reports 
of  the  Joint  Committees  of  the  Senate  and  House  of  Representatives  of 
Pennsylvania  to  consider  the  Revenue  Laws  of  the  Commonwealth,  ap- 
pointed under  resolutions  of  1909  and  1911. 
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Dakota  is  lower  than  it  should  be.  For  the  average  state  three 
mills  is  probably  the  best  rate,  and  four  mills  is  certainly  the 
maximum. 

Improvement  is  possible  also  in  the  provisions  made  for 
deductions  on  account  of  indebtedness.  In  some  of  the 
states,  as  Rhode  Island  and  Iowa,  debts  of  any  description  can 
be  offset  against  taxable  credits,  with  the  result  that  we  find 
unlimited  debt  deduction  from  a  limited  class  of  property. 
Minnesota  goes  to  the  other  extreme  and  permits  no  offset  of 
debts.  In  the  first  case  the  revenue  from  the  flat  tax  suffers, 
and  in  the  second  considerable  hardship  to  the  taxpayer  may 
occur.  Both  difficulties  might  be  obviated  by  adopting  the 
principle  of  proportional  deduction  of  debts,  which  has  been 
followed  in  the  Massachusetts  income  tax.  Taxpayers  might 
safely  be  permitted  to  deduct  from  the  value  of  their  taxable 
intangible  property  such  a  proportion  of  all  their  debts  as  the 
amount  of  their  taxable  intangibles  bears  to  their  total  prop- 
erty. This  would,  indeed,  require  persons  seeking  deductions 
to  make  a  return  of  all  their  property,  but  only  as  a  condition 
of  receiving  a  privilege.  It  would  avoid  the  absurdity  and 
abuses  incident  to  permitting  unlimited  debt  deduction  against 
a  limited  class  of  property,  and  at  the  same  time  obviate  the 
cases  of  hardship  arising  from  refusal  to  grant  any  deductions 
whatever. 

Better  administration  also  is  needed  in  most  of  these  states. 
Minnesota  from  the  start  gave  the  state  tax  commission  ade- 
quate supervisory  power  in  the  premises,  and  has  achieved 
gratifying  success;  but  the  work  of  educating  local  assessors 
has  proved  a  difficult  task,  and  is  far  from  completed.  In 
Iowa,  on  the  other  hand,  the  taxation  of  intangibles  was  left 
wholly  to  local  boards  of  assessors,  with  such  results  as  might 
have  been  expected.  Maryland  and  Rhode  Island  are  accom- 
plishing much  through  their  tax  commissions,  but  in  many 
localities  the  assessors  seem  still  to  be  a  law  unto  themselves. 
Pennsylvania  exercises,  through  the  auditor  general,  some 
slight  control  over  the  local  authorities,  but  has  not  yet  es- 
tablished methods  of  administration  that  promise  to  become 
generally  effective.  •  Intangible  property  cannot  be  success- 
fully taxed  by  unskilled  and  underpaid  boards  of  local  as- 
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sessors,  and  the  successful  working  of  the  flat  tax  requires 
strict  central  control  over  the  entire  process  of  assessment.1 

Instead  of  resorting  to  a  flat  tax  on  intangibles,  some  states 
have  preferred  to  employ  registration  taxes.  Connecticut  led 
the  way  in  1889  by  permitting  owners  of  bonds  or  other  choses 
in  action  to  register  them  with  the  state  treasurer  and  secure 
exemption  for  five  years  by  paying  a  tax  which  is  now  fixed 
at  two  per  cent,  or,  disregarding  interest,  four  mills  per 
annum.  Since  registration  was  purely  voluntary  and  local 
assessors  have  made  little  effort  to  tax  intangibles  under  the 
general  property  tax,  comparatively  few  people  have  had  any 
motive  to  register  their  securities;  yet  the  tax  has  yielded  a 
substantial  revenue  to  the  state.  In  1915  legislation  was  en- 
acted providing  for  the  better  enforcement  of  the  tax,  with 
what  result  time  will  disclose.  In  1903  Alabama  imposed  a 
recording  tax  upon  mortgages  in  lieu  of  taxation  under  the 
property  tax,  and  subsequently  her  example  was  followed  by 
New  York  and  several  other  states.  In  1911  New  York,  later 
followed  by  Michigan,  imposed  a  registration  tax,  somewhat 
after  the  Connecticut  plan,  upon  secured  debts. 

These  registration  taxes,  provided  their  rates  are  adjusted 
to  the  period  of  exemption,  are  obviously  another  method  of 
reaching  the  same  result  as  the  flat  tax  on  intangibles.  The 
two  per  cent  tax  levied  by  Connecticut  upon  bonds  which  are 
exempted  from  taxation  for  five  years,  amounts  to  practically 
the  same  thing  as  the  four  mill  tax  levied  annually  by  Rhode 
Island  upon  intangible  property.  In  states  where  there  is 
deep-seated  opposition  to  what  is  called  "the  listing  system", 
the  Connecticut  plan  may  be  for  the  present  the  line  of  least 
resistance  or  even  the  only  way  out.  But  when,  on  the  other 
hand,  the  registration  tax  is  payable  once  for  all,  at  a  rate 
that  is  the  same  for  obligations  having  one  or  one  hundred 
years  to  run,  it  becomes  unequal  in  its  incidence,  and  for 

i  Since  it  has  been  supposed  that  I  have  maintained  that  mere  re- 
duction of  the  rate  of  taxation  will  secure  a  full  assessment  of  intan- 
gibles, I  wish  to  call  attention  to  the  fact  that  in  my  first  discussion  of 
the  subject  I  recognized  fully  the  need  of  proper  administrative  methods. 
See  Proceedings  of  the  Second  Annual  Conference  of  the  National  Tax 
Association,  132. 
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long  term  bonds  amounts  to  an  exemption  rather  than  a  taxa 
tion  measure.  A  registration  tax  of  five  dollars  for  a  thousand 
dollar  bond  having  fifty  or  one  hundred  years  to  run  can  be 
understood  if  it  is  regarded  as  the  nearest  practicable  ap- 
proach to  total  exemption,  but  as  a  tax  it  is  too  absurd  to  ad- 
mit of  discussion.  In  fact  the  chief  advocates  of  such  so- 
called  taxes  are  persons  who  hold  that  intangible  property 
ought  not  to  be  taxed  at  all.  Even  when  the  rate  is  graduated 
according  to  the  life  of  the  obligation,  it  seems  clear  that  an 
optional  registration  tax,  though  accompanied  by  penalties 
upon  unregistered  securities  disclosed  in  the  probate  courts, 
cannot  reach  intangible  property  as  fully  and  certainly  as  an 
annual  tax  of  reasonable  amount  under  proper  conditions  of 
administration. 

Tangible  personal  property  continues  in  all  the  states,  ex- 
cept Minnesota,  to  be  taxed  like  real  estate.  Yet  it  would 
seem  that  in  a  proper  scheme  of  classification  this  kind  of 
property  should  be  segregated  and  taxed  at  a  special  rate. 
It  consists,  for  the  most  part,  of  merchandise,  machinery,  and 
live-stock,  property  which  may  be  assumed  to  be  employed  in 
trade  and  to  yield  an  ordinary  trade  profit  which  may  be  taken 
to  be  about  10  per  cent.  From  property  of  this  description, 
which  is  mobile  and  subject  to  severe  interstate  and  even  inter- 
national competition,  it  is  doubtful  if  any  of  our  states  ever 
has  collected,  or  can  expect  to  collect,  taxes  that  absorb  more 
than  10  per  cent  of  the  income.  Since  $100  of  such  prop- 
erty may  be  assumed  to  yield  an  average  income  of  about  $10, 
the  proper  tax  rate  would  be  80  cents  or  $1.00  per  $100 ;  but 
the  rates  prevailing  in  our  states  are  usually  double  these 
figures.  The  result  is  general  undervaluation,  by  which  tan- 
gible personalty  as  a  class  is  assessed  at  from  30  to  60  per  cent 
of  its  true  value,  while  in  individual  cases  assessments  range 
from  nothing  up  to  100  per  cent,  producing  the  grossest  in- 
equalities between  taxpayers.  The  introduction  of  better 
methods  of  taxing  intangible  property  has  indeed  simplified 
and  improved  somewhat  the  taxation  of  tangible  personalty, 
the  efforts  .of  efficient  state  tax  commissions  have  changed 
things  for  the  better,  but  the  problem  has  not  been  solved. 

For  manufacturing  and  commercial  states  the  question  is. 
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one  of  the  greatest  importance.  In  these  commonwealths 
public  expenditures  are  usually  heavy  and  tax  rates  are  high. 
Strict  enforcement  of  a  tax  amounting  to  $1.50  to  $2.50  per 
$100  would  not  be  long  tolerated  by  public  opinion,  since  it 
would  drive  so  much  business  to  other  states.  The  rational, 
expedient,  and  straightforward  thing  to  do  is  to  reduce  the 
tax  to  a  figure  that  can  be  collected,  and  then  enforce  the  law 
in  all  cases  without  fear  or  favor.  When  expenditures  are 
small  and  the  general  tax  rate  does  not  equal  or  exceed  $1.00 
per  $100,  the  matter  may  not  be  of  great  importance;  but 
elsewhere  the  proper  classification  of  tangible  personal  prop- 
erty is  becoming  increasingly  desirable  and  necessary.1 

Time  does  not  permit  me  to  develop  this  topic  as  I  should 
like  to  do,  but  I  may  point  out  that  a  precedent  for  such  limita- 
tion of  the  tax  rate  on  tangibles  can  be  found  in  the  taxes 
levied  by  New  York,  California,  and  Connecticut  upon  banks 
at  the  flat  rate  of  one  per  cent.  While  these  are  legally  taxes 
upon  bank  stock,  they  are  economically  and  practically  taxes 
upon  a  form  of  commercial  capital  analogous  to  the  capital  of 
manufacturers  and  merchants.  Just  what  the  financial  result 
of  such  rate  limitation  would  be  cannot  be  stated  with  any 
degree  of  certainty,  but  it  is  probable  that  tangible  personalty, 
as  a  class,  is  so  far  undervalued  that  a  full  assessment  at  the 
lower  rate  would  produce  about  as  much  revenue  as  is  secured 
today. 

Real  estate  also  is  sometimes  classified  for  taxation.  No 
less  than  six  states  have  adopted  new  methods  of  taxing 
forest  lands,  which  recognize  more  or  less  fully  the  need  of 
replacing  the  tax  upon  growing  timber  by  a  tax  upon  the 
product.  The  exemption  of  buildings,  or  taxation  at  a  re- 
duced rate,  has  been  advocated  by  single  taxers  and  some 
others  in  a  number  of  states,  but  so  far  Pennsylvania  is  the 
only  commonwealth  that  authorizes  this,  and  its  law  applies 
only  to  the  cities  of  Pittsburgh  and  Scranton. 

i  This  point  was  considered  in  my  paper  entitled  "A  Classified  Prop- 
erty Tax",  in  the  Proceedings  of  the  Third  Annual  Conference,  100-102. 
3  2  I  omit  here  classification  of  suburban  land  such  as  ha%  long  existed 
in  some  localities. 

83  Vermont,  Massachusetts,  Connecticut,  New  York,  Pennsylvania,  and 
Michigan. 
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Another  interesting  and  important  tendency  is  the  remark- 
able extent  to  which  special  assessments  have  been  developed 
in  some  localities.  When  not  only  the  original  construction 
of  streets,  but  also  the  cost  of  successive  resurfacings  or  re- 
pavings  which  virtually  relieve  cities  of  ordinary  maintenance 
expenses,  are  financed  by  special  assessments,  such  contribu- 
tions become  recurring  charges  which  must  be  regarded  as 
special  land  or  real  estate  taxes.  Even  in  older  states,  like 
Massachusetts,  assessments  are  now  levied  to  cover  such  re- 
curring expenses  as  street  watering  and  the  destruction  of 
insect  pests.  It  is  not  impossible  that  in  these  and  perhaps 
other  ways  special  assessments  may  develop  into  a  new  form 
of  special  land  or  real  estate  taxes,  even  in  states  having  con- 
stitutions that  require  taxation  to  be  uniform  or  proportional 
upon  all  classes  of  property. 

Only  one  state,  Minnesota,  has  undertaken  as  yet  to  estab- 
lish a  general  scheme  of  classification  of  property  for  taxation. 
In  that  commonwealth  a  law  enacted  in  1913  provides  that 
property  shall  be  divided  into  four  classes.  Iron  ore,  which 
constitutes  a  class  by  itself,  is  assessed  at  50  per  cent  of  its 
actual  value ;  urban  real  estate,  which  constitutes  another  class, 
is  assessed  at  40  per  cent;  rural  real  estate  and  such  tangible 
personalty  as  live-stock,  merchandise,  and  machinery  form  an- 
other class,  and  are  assessed  at  33^  per  cent;  while,  finally, 
household  goods,  wearing  apparel,  and  similar  personal  belong- 
ings are  assessed  at  25  per  cent.  Since  intangibles  were  al- 
ready provided  for,  this  class  of  property  was  omitted  from 
the  law. 

This  scheme  of  classification  was  very  largely  based  upon 
the  antecedent  conditions  existing  in  the  state,  and  amounted 
virtually  to  a  legalization  of  those  conditions.  It  made  pos- 
sible a  far  better  assessment  of  property  in  1914  than  had  ever 
before  been  secured,  and  has  therefore  greatly  improved  condi- 
tions in  Minnesota.  Concerning  it  the  tax  commission  of 
the  state  has  said :  ' '  From  a  theoretic  standpoint  it  is  open 
to  very  serious  criticism  and  leaves  much  to  be  desired ;  but 
as  a  measure  designed  to  accomplish  a  practical  and  much 
needed  reform,  it  has  proven  a  most  pronounced  success."  1 

i  Report  for  1914,  p.  23. 
24 
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With  this  opinion  I  heartily  concur.  Other  states  can  learn 
from  Minnesota 's  experiment  the  great  advantage  that  accrues 
from  having  property  assessed  in  conformity  with  the  law 
rather  than  according  to  standards  established  by  local  au- 
thorities in  defiance  of  the  law.  But  the  plan  of  assessment 
at  fractional  valuation  is  in  some  respects  unfortunate,  and 
the  classification  of  the  different  items  of  property  is  at  some 
points  open  to  criticism. 

Classification  by  fractional  valuation  has,  indeed,  the  ad- 
vantage of  giving  the  taxpayer  a  direct  interest  in  the  rate 
of  taxation,  which  is  lost  when  classification  is  brought  about 
by  imposing  a  flat  rate.  But  upon  the  other  hand  it  is  less 
likely  to  result  in  equal  valuations  than  the  alternative  plan 
of  taxing  property  upon  its  full  value  at  a  reduced  rate.  I 
understand  that  the  Minnesota  commission  requires  assessors 
to  record  the  true  value  in  all  cases,  and  that  the  fractional 
valuation  is  then  computed  for  the  purpose  of  determining  the 
tax.  But,  even  so,  the  public  knows  that  the  law  provides  for 
undervaluation ;  and  when  cases  of  unequal  assessment  occur, 
is  less  likely  to  take  notice  of  them.  If  the  law  requires  as- 
sessment at  true  value,  and  a  parcel  of  real  estate  assessed  at 
$6,000  is  sold  for  $10,000,  the  discrepancy  is  glaring  enough 
to  excite  comment  and  perhaps  action.  But  if  the  law  pro- 
vides for  assessment  at  40  per  cent,  and  a  parcel  assessed  at 
$2,400  is  sold  for  $10,000,  the  discrepancy  is  less  glaring  and 
less  likely  to  lead  to  correction  of  the  valuation.  Under  any 
other  plan  than  that  of  full  valuation,  inequalities  are  not  so 
apparent  to  the  public  and  not  so  keenly  appreciated,  and 
everything  depends  upon  the  vigilance  and  skill  of  the  as- 
sessor. Perhaps  this  ought  not  so  to  be,  but  it  is  a  psychologi- 
cal fact  with  which  tax  legislation  ought  to  reckon. 

The  classification  accorded  to  some  kinds  of  property  by  the 
Minnesota  law  is  at  some  points  questionable  and  at  others 
clearly  wrong.  Unplotted  real  estate  is  assessed  at  333/3  per 
cent,  other  real  estate  at  40  per  cent,  and  iron  ore  at  50  per 
cent.  This  arrangement  brings  it  about  that  urban  realty  is 
taxed  about  20  per  cent  more  than  rural  for  direct  state  and 
county  taxes,  and  that  iron  ore  lands  are  taxed  50  per  cent 
more   than   rural   and    20  per   cent  more   than   urban   real 
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estate.  How  such  discrimination  can  be  justified  is  not  ap- 
parent, and  it  is  hard  to  explain  except  upon  the  ground 
that  farmers  are  numerous  in  Minnesota  and  that  the  ore 
lands  belong  to  corporations  the  stockholders  of  which  are 
chiefly  residents  of  other  states.  In  practice  the  higher  valu- 
ation of  ore  properties  has  contributed  to  produce  extravagant 
expenditures  in  the  iron  districts,  and  in  theory  it  must  be 
condemned. 

By  providing  that  live-stock,  machinery,  and  merchandise 
shall  be  assessed  at  S3J/s  per  cent  the  Minnesota  act  moved  in 
the  right  direction,  but  did  not  go  far  enough.  This  means 
that  the  true  rate  of  taxation  upon  machinery  and  merchan- 
dise is  80  per  cent  of  that  imposed  upon  urban  real  estate, 
and  in  the  long  run  is  likely  to  mean  a  tax  so  heavy  as  to 
be  incapable  of  strict  enforcement.  With  an  average  nominal 
tax  rate  of  about  $3.00  per  $100,  tangible  personal  property 
today  is  actually  paying  at  the  rate  of  $1.00  per  $100,  which, 
though  high,  is  probably  not  excessive  under  proper  conditions 
of  administration.  But  if  the  future  increase  of  public  ex- 
penditure raises  tax  rates  above  the  present  figures,  the  Min- 
nesota classification  plan  will  encounter  increasing  difficulties 
in  the  taxation  of  tangible  personal  property.  This  danger 
can  be  readily  met,  however,  by  reducing  the  percentage  at 
which  such  property  is  assessed,  or  better  still,  by  limiting  the 
rate  of  taxation. 

I  have  dwelt  at  such  length  upon  the  recent  Minnesota  law 
because  it  is  the  first  which  undertakes  to  establish  a  general 
scheme  of  classification  and  is  therefore  of  peculiar  interest 
and  importance.  If  the  discrimination  against  certain  kinds 
of  real  estate  were  removed,  and  the  assessment  of  tangible 
personalty  reduced  to  the  right  proportion,  Minnesota  would 
have  the  distinction  of  working  out  a  correct  scheme  of  classi- 
fication, and  would  blaze  a  path  for  the  other  states. 

Ill 

The  recent  history  of  state  income  taxes  may  be  more 
briefly  told.  Prior  to  1912  some  16  states  had  attempted  at 
various  times  to  tax  incomes;  but  the  results  were  invariably 
farcical,  and  it  had  come  to  be  the  general  opinion  that  no 
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state  could  or  should  levy  an  income  tax.  This  opinion,  how- 
ever, was  based  upon  a  superficial  view  of  the  case.  State 
income  taxes  had,  indeed,  failed  everywhere ;  but  they  had 
always  been  part  of  an  unworkable  system  of  taxation,  and 
had  been  tried  without  suitable  machinery  for  administering 
them.  The  experience  of  the  states  taught  conclusively  that, 
under  such  conditions,  income  taxes  could  not  be  enforced; 
but  that  is  all  it  demonstrated.  Under  totally  different  con- 
ditions it  was  at  least  conceivable  that  there  might  be  a 
different  result. 

So,  evidently,  Wisconsin  thought  when  in  1911  she  oblig- 
ingly came  forward  with  an  object  lesson.  By  a  well-con- 
sidered law,  enacted  in  that  year,  this  state  levied,  at  reason- 
able progressive  rates,  a  tax  upon  incomes  of  individuals  and 
corporations;  and  then  exempted  from  local  taxation  in- 
tangible property,  farm  machinery,  and  household  goods.  I 
cannot  consider  in  detail  the  structure  of  this  tax  or  the 
manner  in  which  it  is  adjusted  to  certain  state  taxes  upon 
corporations;  for  present  purposes  its  important  features  are 
first,  that  it  imposes  a  tax  of  reasonable  amount,  second,  that 
it  is  in  lieu  of  other  taxation  of  intangible  property,  and 
third,  that  it  is  administered  by  special  assessors  of  incomes 
who  are  appointed  and  controlled  by  the  state  tax  commission. 
Had  it  been  a  tax  of  30  or  40  per  cent  of  the  taxpayers' 
incomes,  had  it  been  superimposed  upon  the  old  method  of 
taxing  intangible  property,  and  had  its  administration  been 
left  wholly  to  the  local  assessors,  the  Wisconsin  tax  would 
have  gone  the  way  of  previous  state  income  taxes.  But  Wis- 
consin did  none  of  these  things,  and  instead  established  new 
conditions  under  which  the  tax  has  operated  with  most  grati- 
fying success. 

The  Connecticut  act  of  1915  applied  to  ordinary  business 
corporations,  and  imposed  a  tax  of  two  per  cent  upon  the  net 
incomes  in  respect  of  which  such  corporations  are  required 
to  pay  a  tax  to  the  United  States.  Administration  of  the 
law  was  placed  in  the  hands  of  the  state  tax  commissioner, 
and  the  companies  were  required  to  file  with  him  copies  of 
the  income  returns  made  to  the  federal  government.  In  1916 
the  yield  of  this  tax  exceeded  expectation,  and  it  is  not  im- 
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possible  that  presently  the  scope  of  the  law  will  be  broadened. 

Concerning  the  recent  Oklahoma  law  I  am  not  fully  in- 
formed ;  but  it  appears  that  the  act  superimposed  an  income 
tax  upon  the  general  property  tax  and  did  not  exempt  in- 
tangibles from  other  taxation.  Administration  of  the  tax 
was  placed  in  the  hands  of  the  state  auditor,  who  was  not 
furnished  with  a  force  of  special  assessors  of  incomes  such  as 
had  been  provided  in  Wisconsin.  The  result,  therefore,  has 
been  far  from  satisfactory,  as  might  have  been  expected  under 
the  conditions. 

The  law  enacted  in  Massachusetts  last  spring  is  narrower 
in  scope  than  either  the  Wisconsin  or  Oklahoma  acts.  It  con- 
tinues in  force  the  old  tax  upon  incomes  from  professions, 
employments,  trade,  and  business,  which  in  one  form  or  an- 
other has  existed  for  two  hundred  and  seventy  years ;  and  then 
imposes  a  tax  upon  income  from  intangible  property  which  is 
exempted  from  other  taxation.  It  also  imposes  a  tax  upon 
speculative  profits  derived  from  dealings  in  intangible  prop- 
erty. Finally  its  administration  is  placed  in  the  hands  of 
the  state  tax  commissioner,  who  is  provided  with  all  the 
machinery — including  district  assessors  of  income — needed  for 
the  enforcement  of  the  law.  It  will,  therefore,  be  tried  under 
comparatively  favorable  conditions,  and  ought  to  prove  a 
solution  of  the  problem  of  taxing  intangible  property.  I 
should  state,  however,  that,  under  the  old  system,  Massachu- 
setts has  probably  taxed  some  $500,000,000  or  $550,000,000  of 
intangibles,  a  much  larger  amount  than  any  other  state  seems 
to  have  reached  under  the  general  property  tax.  It  is  hardly 
to  be  expected,  therefore,  that  the  immediate  results  of  the 
new  law  will  be  as  spectacular  as  those  achieved  in  Baltimore, 
or  in  Minnesota  and  Rhode  Island,  upon  the  introduction  of 
the  flat  tax  on  intangibles,  or  in  Wisconsin  under  the  income 
tax.     The  law  goes  into  effect  in  1917. 

Meanwhile  Virginia,  North  Carolina,  and  South  Carolina 
retain  the  income  taxes  which  have  long  stood  on  their  statute 
books,  and  from  time  to  time  seek  to  give  increased  vigor  to 
them.  But  neither  state  has  made  the  radical  changes  neces- 
sary for  the  successful  operation  of  an  income  tax,  and  so 
neither  has  succeeded  in  reaching  more  than  a  fraction  of  the 
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taxable  incomes.  In  New  York  the  need  of  additional  revenue 
is  likely  before  long  to  result  in  important  changes  in  the  tax 
laws,  and  a  state  income  tax  has  been  recommended  by  a  legis- 
lative commission.  Elsewhere  the  movement  toward  state 
taxation  of  incomes  has  not  advanced  beyond  the  stage  of 
preliminary  discussion,  and  does  not  claim  our  attention. 

IV 

I  now  come  to  the  important  question  of  the  merits  of  the 
classified  property  and  the  state  income  taxes,  which  can  be 
best  treated  by  making  a  somewhat  detailed  comparison  of  the 
two  imposts. 

The  normal  source  of  taxation  is  and  always  must  be  in- 
come. A  property  tax,  whether  general  or  classified,  is 
merely  one  method  of  determining  what  part  of  his  income 
the  individual  citizen  should  contribute,  and  it  takes  as  the 
measure  of  the  citizen's  contribution  the  amount  of  property 
that  he  owns.  The  income  tax  is  merely  another  method  of 
doing  the  same  thing,  so  that  we  can  say  that  fundamentally 
the  two  taxes  differ  merely  in  the  measure,  or  if  you  please  the 
yardstick,  which  they  use  in  determining  the  amount  of  the 
citizen's  contribution.  So  far  as  the  owner  of  productive 
property  is  concerned,  it  is  really  immaterial  to  him  what 
name  is  given  to  a  tax  of  stated  amount.  To  the  owner  of 
intangibles  yielding  five  per  cent  a  three  mill  tax  in  Minne- 
sota is  exactly  the  same  thing  as  the  six  per  cent  income  tax 
imposed  upon  large  incomes  in  Wisconsin.  If  we  are  to  es- 
cape bondage  to  mere  words,  names,  and  labels,  we  must  not 
regard  a  property  tax  as  fundamentally  bad  and  an  income 
tax  as  fundamentally  good ;  or  vice- versa.  Basically  the  two 
taxes  are  merely  different  methods  of  doing  the  same  thing, 
that  is,  levying  upon  the  income  of  the  citizen ;  and  what  we 
need  to  know  is  which  tax  gives  the  better  results. 

The  second  point  to  be  noted  is  that  the  manner  in  which 
either  a  property  or  income  tax  works  depends  very  largely 
upon  the  rate  of  taxation.  A  property  tax  levied  at  a  rate 
that  absorbs  30  or  40  per  cent  of  the  taxpayer's  income  is, 
in  ordinary  times,  incapable  of  strict  enforcement  in  respect 
of  any  kind  of  property  that  can  be  hidden  or  moved  to 
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another  jurisdiction,  as  we  in  the  United  States  know  full  well. 
The  same  thing  precisely  is  true  of  an  income  tax,  in  ordinary 
times;  and  it  is  a  commonplace  that,  as  a  tax  upon  incomes 
rises  above  the  rate  of  10  per  cent,  it  becomes  increasingly 
difficult  to  collect.  Upon  the  other  hand  a  property  tax  levied 
at  the  rate  of  30  or  40  cents  per  $100  is  just  as  enforcible 
as  an  income  tax  levied  at  the  rate  of  six  or  eight  per  cent,  as 
the  experience  of  some  of  the  Swiss  states  and  the  history  of 
our  own  flat  tax  on  intangibles  fully  demonstrates.  Just  as 
a  chain  is  no  stronger  than  its  weakest  link,  so  property  and 
income  taxes  are  no  stronger  than  they  prove  to  be  in  respect 
of  things  not  visible  or  tangible  and  capable  of  ready  removal. 
A  general  income  tax  levied  as  the  general  property  tax  is 
levied  in  American  states  would  produce  exactly  the  same  re- 
sults. Under  it  real  estate  incomes  would  pay  the  bulk  of  the 
taxes,  and  other  incomes  in  the  long  run  would  largely  or 
wholly  escape.  The  appropriate  remedy,  in  such  a  case,  would 
be  classification  of  incomes,  in  order  to  adjust  the  rate  im- 
posed upon  any  class  to  the  situation  and  needs  of  that  class. 

In  the  third  place  it  is  evident  that  conditions  of  adminis- 
tration are  about  as  important  as  the  rate  of  taxation  in  de- 
termining the  success  or  failure  of  property  and  income  taxes. 
Under  a  purely  local  system  of  administration  there  never 
was  and  never  will  be  a  generally  satisfactory  assessment  of 
either  income  or  property,  for  reasons  perfectly  familiar  to 
us  all.  Central  control  of  the  process  of  assessment  is  neces- 
sary for  the  successful  operation  of  either  a  property  or  an 
income  tax,  and  hardly  more  so  for  the  one  than  for  the  other. 

A  fourth  point  of  comparison  is  that  of  the  fairness  or 
equality  with  which  the  two  taxes  operate.  It  is  often  said 
that  a  property  tax  is  unequal  because  property  is  not  equally 
productive.  One  investment  of  $1,000  may  yield  10  per  cent, 
another  four,  and  another  may  for  the  time  being  yield  noth- 
ing; yet  the  property  tax  exacts  the  same  contribution  in  all 
three  cases,  if  the  market  value  of  the  property  is  the  same,  as 
it  may  happen  to  be.  The  income  tax,  upon  the  other  hand, 
proportions  the  contribution  to  the  income  that  each  invest- 
ment yields,  and  is  therefore  much  more  equal.  This  argument 
is  plausible,  but  it  overlooks  one  important  feature  of  the  case. 
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An  investment  that  yields  eight  per  cent  upon  the  market 
value  involves  more  risk  than  one  which  yields  four,  and 
therefore  a  part  of  the  higher  interest  is  not  net  income  but 
a  premium  for  risk.  The  purchaser  of  six  per  cent  securities 
must,  if  he  wishes  to  keep  his  principal  intact,  allow  for  a 
larger  percentage  of  losses  than  one  who  buys  four  per  cent 
bonds.  Now  the  income  tax  makes  no  adequate  allowance 
for  this  fact.  Even  if  it  permits  taxpayers  to  deduct  losses 
as  they  occur,  the  amount  of  such  deduction  is  limited  to  the 
amount  of  the  taxable  income  of  the  year,  or  even  more  nar- 
rowly, whereas  losses  of  principal  niay  greatly  exceed  taxable 
income.  Manifestly  the  case  is  not  so  simple  as  the  advocate 
of  the  income  tax  assumes,  and  when  the  element  of  risk  is 
taken  into  account  it  seems  that  the  income  tax  cannot  be  said 
to  be  unquestionably  fairer  than  the  property  tax. 

The  previous  argument,  moreover,  takes  for  granted  the 
ability  theory  of  taxation ;  and  we  must  not  forget  that,  no 
matter  what  place  may  be  assigned  to  this  theory,  no  system 
of  taxation  ever  was  or  ever  can  be  based  wholly  upon  the 
principle  of  ability.  "We  do  not  exempt  urban  real  estate  be- 
cause the  owner  has  been  unfortunate  in  business  and  has  no 
income  this  year.  Business  taxes  do  not  exempt  the  merchant 
when  his  books  show  a  balance  on  the  wrong  side.  Taxation  of 
real  estate,  and  sometimes  of  business,  is  based  very  largely 
upon  the  principle  that  taxpayers  have  received  certain  bene- 
fits and  must  pay  for  them  whether  they  make  large  or  small 
profits  in  any  year.  To  the  extent  that  benefit  is  and  must 
be  regarded  in  the  distribution  of  taxes,  it  is  obviously  in- 
correct to  say  that  the  income  tax  is  inherently  fairer  than 
a  tax  on  property.  All  things  considered,  it  seems  impossible 
to  prove  that  either  tax  is  necessarily  more  equal  than  the 
other. 

A  fifth  comparison  of  the  two  taxes  turns  on  the  matter 
of  debt  deduction.  It  is  claimed  that  the  state  income  tax  is 
superior  to  the  classified  property  tax  because  the  latter  does 
not,  like  the  former,  make  allowance  for  debts.  Undoubtedly 
income  taxes  do,  almost  invariably,  permit  deduction  of  debts ; 
while  property  taxes,  as  we  find  them  in  the  United  States, 
usually  permit  only  the  offset  of  debts  against  credits,  and 
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sometimes  narrowly  restrict  that.  But  this  is  not  universally 
or  necessarily  true.  In  Switzerland  the  property  tax  is  very 
generally  imposed  upon  net  fortunes.1  Under  a  general  prop- 
erty tax  deduction  of  all  debts  can  be  granted  just  as  fully 
as  under  a  general  income  tax,  and  under  a  special  or  classified 
property  tax  deduction  of  a  proportionate  amount  of  indebted- 
ness can  be  permitted  quite  as  readily  as  under  a  special  in- 
come tax.  With  both  taxes,  abuse  of  the  privilege  is  possible, 
and  indeed  inevitable  under  certain  conditions;  while  under 
other  circumstances  the  privilege  will  not  lead  to  serious  abuse. 
Bad  administration,  excessive  rates  of  taxation,  unlimited 
rights  of  deduction  against  a  limited  class  of  property  or  in- 
come, make  the  operation  of  either  tax  farcical  in  the  extreme ; 
but  such  conditions  can  be  avoided  under  a  classified  property 
tax  quite  as  readily  as  under  a  state  tax  upon  incomes. 

A  sixth  consideration  is  that  of  enforcibility.  We  are  some- 
times told  that  personal  property  is,  from  its  very  nature,  im- 
possible to  assess  with  any  certainty,  and  that  therefore  any  at- 
tempt to  tax  it  must  fail ;  whereas  income  can  be  taxed,  es- 
pecially if  good  administration  is  provided.  Upon  this  point 
the  opinions  of  writers  seem  to  be  determined  largely  by 
geography.  In  England,  where  there  has  long  been  a  success- 
ful income  tax  and  the  general  property  tax  is  unknown, 
Bastable  and  other  writers  naturally  incline  to  the  view  that 
assessment  of  income  is  easier  than  assessment  of  property. 
In  the  Canton  of  Vaud,  where  there  is  a  successful  property 
tax,  Cerenville  holds  that  property  is  easier  to  tax  than  income. 
In  Germany  where  both  income  and  property  taxes  are  now  in 
successful  operation,  writers  do  not  think  they  differ  greatly 
in  this  respect.  In  the  United  States,  where  the  general  prop- 
erty tax  has  been  a  general  failure,  it  is  not  strange  that  we 
should  think  almost  any  other  tax  easier  to  enforce. 

The  fact  seems  to  be  that  neither  tax  operates  well  unless 
administrative  and  other  conditions  are  favorable,  as  I  have 
already  shown ;  and  that  between  the  two  there  is  very  little 
to  choose.  The  income  of  many  securities  is  a  simpler  and 
more  definite  thing  to  assess  than  is  their  capital  value.     The 

1  See  Proceedings  of  the  Fifth  Annual  Conference,  63-64. 


378  NATIONAL  TAX  ASSOCIATION 

income  of  a  business  is  usually  about  as  difficult  to  ascertain 
as  is  the  value  of  the  property  invested  therein.  When  trans- 
fers are  frequent,  the  value  of  real  estate  is  probably  easier 
to  ascertain  than  is  the  net  income.  The  value  of  farms  or 
live-stock  is  much  easier  to  determine  than  the  income  of 
farmers ;  indeed  before  the  latter  problem  income  taxes  usually 
break  down,  and  have  to  be  administered  by  arbitrary  rules  of 
thumb.  Altogether,  it  is  difficult  to  say  whether,  upon  the 
whole,  either  tax  has  any  net  advantage  over  the  other. 

Which  tax  is  more  inquisitorial  and  inconvenient  to  tax- 
payers is  a  seventh  matter  that  is  sometimes  the  subject  of 
argument,  and  here  again  we  come  to  something  that  seems  to 
depend  upon  what  a  person  has  been  accustomed  to.  Many 
an  advocate  of  a  protective  tariff  under  which  a  lady's  trunk 
may  be  ransacked  upon  a  dock,  or  a  traveler  invited  to  a 
private  room  where  he  is  stripped  and  searched,  has  objected 
to  an  income  tax  upon  the  ground  that  it  is  inquisitorial.  In 
American  states  where  there  is  a  formidable  "listing  system", 
an  income  tax  was,  at  least  very  recently,  usually  regarded  as 
an  invasion  of  one's  private  affairs.  And  upon  the  other 
hand  in  New  York,  where  taxpayers  have  never  been  required 
to  return  their  property  for  taxation,  we  find  advocates  of  an 
income  tax  who  criticise  the  classified  property  tax  on  the 
ground  that  it  requires  a  "listing  system"  and  is  inquisi- 
torial. The  fact  is  that  both  taxes  have  to  be  inquisitorial, 
and  that  under  good  administration  taxpayers  readily  be- 
come reconciled  to  inquisition  and  presently  accept  it  as  the 
most  natural  thing  in  the  world.  You  cannot  excite,  or  even 
interest,  an  Englishman  by  telling  him  that  the  English  in- 
come tax  is  inquisitorial;  and  if  you  should  make  the  same 
comment  upon  the  property  tax  of  Switzerland,  the  average 
Swiss  would  say,  "Why  not"?  Between  making  returns  of 
your  income  or  returns  of  your  property,  there  is  little  room 
for  choice — at  least  upon  rational  grounds. 

An  eighth  line  of  comparison  turns  upon  the  antiquity  or 
modernity  of  the  two  taxes.  If  is  often  said  that  the  general 
property  tax  is  a  fiscal  device  of  the  palaeolithic  age,  when 
property  was  homogeneous  and  existed  mostly  in  simple  petri- 
fied forms  which  were  visible  and  tangible  and  therefore  could 
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be  taxed  with,  reasonable  success  by  prehistoric  assessors 
equipped  with  prehensile  toes.  It  is  not  surprising,  then, 
that  critics  of  the  classified  property  tax  have  advanced  the 
deadly  palaeontological  objection  that  property  taxation  is 
antiquated  and  the  whole  modern  tendency  is  to  impose  taxes 
upon  income. 

Now  it  is  true  that  the  property  tax  existed  in  antiquity  and 
that  the  income  tax  is  mostly  the  product  of  the  last  century, 
but  the  assertion  that  property  taxation  is  becoming  obsolete 
is  a  complete  perversion  of  historical  fact.  About  the  year 
1800  it  would  have  been  comparatively  easy  for  a  palaeon- 
tologist to  write  the  obituary  of  the  general  property  tax.  It 
had  gone  out  of  vogue  almost  everywhere,  and  could  hardly 
be  found  except  in  two  Swiss  cantons  and  the  original  Ameri- 
can states.  From  1800  to  1850  European  opinion  was  mostly 
adverse,  but  nevertheless  the  general  property  tax  was  rein- 
troduced into  most  of  the  Swiss  cantons,  and  was  adopted  by 
newly  organized  American  states.  In  Switzerland  and  the 
United  States  the  general  property  tax  is  for  the  most  part 
the  product  of  the  nineteenth  century,  and  only  in  a  few 
cantons  or  states  is  it  a  survival  from  earlier  times.  The  last 
half  of  the  nineteenth  century  brought  a  change  of  European 
opinion,  and  since  1893  a  general  property  tax  has  been  intro- 
duced, as  a  supplementary  tax,  in  a  number  of  European  coun- 
tries. As  a  sole  reliance,  it  is  indeed  obsolete ;  but  so  are  all 
other  taxes.  It  exists  in  full  vigor  in  Switzerland  as  a  prin- 
cipal tax,  and  elsewhere  in  Europe  as  a  supplementary  tax. 
No  European  economist  would  today  treat  the  property  tax 
as  obsolete ;  and  it  is  time  for  us  to  abandon  palaeontological 
fables. 

There  is  no  modern  tendency  everywhere  to  abandon  prop- 
erty as  the  basis  of  taxation.  The  taxation  of  income  has 
been  greatly  extended  since  the  opening  of  the  nineteenth 
century,  but  that  has  not  prevented  the  reintroduction  of 
property  taxes  in  Europe.  Nor  has  it  prevented  the  sub- 
stitution of  property  for  income  as  the  basis  of  taxation  in 
certain  cases.  It  had  long  been  customary  in  Europe  to  tax 
real  estate  upon  an  income  basis;  but  the  rapid  growth  of 
cities  in  the  nineteenth  century  made  this  method  unduly 
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favorable  to  undeveloped  urban  land,  and  therefore  German 
cities  have  been  adopting  capital  value  as  the  basis  of  taxation,, 
and  England  has  adopted  a  tax  upon  increments  of  capital 
value.  In  Australasia,  also,  there  has  been  a  marked  tendency 
to  substitute  capital  for  income  value  in  the  taxation  of  real 
estate.  What  has  really  happened  is,  that  modern  countries 
are  using  both  income  and  property  as  bases  of  taxation,  ac- 
cording to  the  circumstances  of  the  case ;  that  they  have  found 
income  taxes  useful  for  some  purposes  and  property  taxes  for 
others;  and  that  the  two  imposts  have  been  shown  to  be  com- 
plementary and  not  mutually  exclusive  forms  of  taxation. 
Americans,  therefore,  can  experiment  with  the  classified  prop- 
erty tax  without  justly  incurring  the  reproach  that  they  are 
troglodytic  petrothetes.  I  venture  the  further  suggestion  that 
not  a  few  states  will  find,  as  Wisconsin  has  done,  that  a  judi- 
cious combination  of  income  and  property  taxation  is  best 
suited  to  their  needs. 

So  far  we  have  found  that  property  and  income  taxes  are 
very  much  alike  in  many  important  respects.  But  they  have, 
of  course,  certain  points  of  difference,  two  of  which  are  im- 
portant. A  property  tax  does  not,  like  an  income  tax,  reach 
directly  incomes  derived  wholly  from  labor.  To  meet  thi& 
situation  most  of  the  Swiss  cantons  supplement  the  property 
tax  with  a  tax  upon  incomes  not  derived  from  property,  such 
as  business  profits  in  excess  of  the  current  rate  of  interest, 
wages,  salaries,  and  professional  earnings;  and  a  very  few 
American  states,  such  as  Massachusetts,  have  done  the  same 
thing.  Such  a  combination  of  income  and  property  taxes  fills 
the  gap  which  a  single  property  tax  would  leave,  and  reaches 
all  forms  of  incomes.  If  any  critic  objects  that  the  classified 
property  tax  is  defective,  because  it  does  not  reach  incomes 
that  are  not  derived  from  property,  the  obvious  answer  is  that 
there  is  a  simple  remedy  which  is  already  in  common  use. 

The  other  important  difference  is  that  a  pure  income  tax 
exempts  from  contribution  property  that  yields  no  income, 
whereas  a  property  tax  reaches  it  if  it  has  any  value.  The 
property  in  question  may  be  divided  into  two  classes :  first  un- 
productive investments,  and  second  durable  consumer's  goods 
such  as  household  belongings,  personal  effects,  and  objects  of 
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art.  The  second  class  need  not  detain  us  long.  Swiss  advo- 
cates of  the  property  tax  consider  the  income  tax  seriously 
defective  in  that  it  exempts  the  rich  man  from  taxation  upon 
luxurious  consumption  evidenced  by  the  possession  of  costly 
furniture,  valuable  paintings,  lavishly  appointed  stables,  and 
the  like.  Upon  the  other  hand  those  American  reformers  who 
would  cure  most  of  the  defects  of  the  property  tax  by  the 
short  and  simple  remedy  of  exemption,  would  naturally  con- 
sider it  a  merit  of  the  income  tax  that  it  avoids  all  trouble 
at  this  point.  I  will  merely  suggest  that  if  any  state  or  coun- 
try considers  this  defect  of  the  income  tax  to  be  a  serious 
matter,  it  can  nevertheless  adopt  that  tax  and  then  fill  the  gap 
by  imposing  direct  consumption  taxes  upon  objects  of  luxury. 

The  exemption  of  unproductive  investments,  which  takes 
place  under  the  operation  of  a  pure  income  tax,  is  a  decidedly 
important  matter.  If  the  investments  are  securities,  the 
speculator  can  be  reached  adequately  by  including  his  profits 
in  your  definition  of  taxable  incomes.  If  they  are  capital 
invested  in  merchandise  and  machinery,  exemption  favors  the 
concern  that  is  struggling  to  exist;  but  it  may  permit  large 
properties  that  require  expensive  governmental  services  to  go 
scot-free,  or  practically  so,  whenever  they  occupy  land  of  little 
value.  This  problem  is  not  a  simple  one,  and  I  must  content 
myself  with  the  single  suggestion  that  a  combination  of  prop- 
erty and  income  taxes  will  give  some  relief  to  the  concern 
that  is  having  a  bad  year,  but  will  require  it,  nevertheless,  to 
pay  something  for  the  expensive  service  it  receives. 

Unproductive  land  raises  the  most  important  question. 
Fifty  years  ago  the  tendency  was  almost  universal  to  temper 
the  wind  to  the  shorn  lamb,  and  the  man  who  was  "land 
poor"  was  considered  to  be  one  of  the  ' ' deserving  poor. ' '  But 
the  rapid  growth  of  cities  in  Europe  and  the  United  States 
changed  all  this,  and  today  the  cry  is  to  tax  the  cursed 
* '  speculator. ' '  Europe,  by  taxing  land  upon  an  income  basis, 
unduly  favored  the  individual  in  question,  and  of  late  has 
shown  some  inclination  to  substitute  property  for  income  as 
the  basis  of  real  estate  taxation.  In  the  United  States, 
where  taxation  upon  capital  value  wras  the  long  established 
practice,  we  have  avoided  for  the  most  part  such  conditions 
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as  have  existed  in  European  cities ;  and  no  one  would  seri- 
ously propose  to  tax  land,  exclusively  or  even  principally, 
upon  an  income  basis.  In  the  case  of  real  estate,  property 
is  so  far  superior  to  income  as  the  basis  of  taxation  as  to 
leave  little  room  for  argument.  This  fact  makes  it  certain 
that  our  states  will  not  wholly  abandon  the  taxation  of  prop- 
erty, and  that  the  introduction  of  the  income  tax  will  not 
mean  the  abandonment  of  our  present  tax  on  real  estate. 


The  foregoing  discussion  leads  to  the  conclusions  that 
neither  the  income  tax  nor  the  classified  property  tax  is  al- 
ways and  at  every  point  to  be  preferred  to  the  other;  that 
these  taxes  are,  to  a  large  extent,  merely  different  methods  of 
doing  the  same  thing;  and  that  they  ought  to  be  regarded  as 
imposts,  not  mutually  exclusive,  but  capable  of  being  com- 
bined in  a  logical  and  practicable  scheme  of  taxation.  In 
choosing  between  them  at  any  point,  we  need  to  weigh  all  the 
circumstances  of  the  ease  and  then  determine  on  which  side 
the  balance  of  advantage  lies.  No  general  pronunciamento  in 
favor  of  either  tax  will  solve  any  practical  problem  of  taxation. 

In  any  state  one 's  choice  should  be  guided  largely  by  public 
opinion.  If  the  Rhode  Island  Commission  of  1911  had  recom- 
mended a  state  income  tax,  instead  of  a  flat  tax  on  intangibles, 
its  report  would  have  fallen  upon  deaf  ears.  If  recently  a 
flat  tax  had  been  proposed  in  Massachusetts,  instead  of  a  state 
income  tax,  nothing  would  have  come  of  it.  Since  the  only 
thing  that  matters  is  to  get  a  proper  classification  of  the 
objects  of  taxation,  names  are  of  no  account  and  we  ought  to 
follow  the  line  of  least  resistance. 

This  conclusion,  however,  needs  one  qualification.  The  two 
taxes  are  not  equally  well  adapted  to  the  needs  of  every  state. 
The  income  tax  works  much  better  in  manufacturing  and 
commercial  communities  than  in  rural,  on  account  of  the  diffi- 
culty of  computing  farmers'  incomes  and  because  the  high 
exemptions  usually  inseparable  from  an  income  tax  permit  the 
average  farmer  to  slip  through  the  net  and  diminish  greatly 
the  revenue  secured.  It  also  involves  a  greater  departure  from 
established  ideas  and  practices;   and  probably  requires,   at 
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least  when  first  introduced,  more  skillful  administration.  A 
state  that  is  almost  wholly  devoted  to  agriculture  would, 
therefore,  do  well  to  adopt  the  classified  property  tax ;  and  one 
that  is  not  prepared  to  centralize  the  machinery  of  assessment, 
as  Wisconsin  and  Massachusetts  have  done,  certainly  will 
achieve  no  great  success  with  the  income  tax.  The  last  state- 
ment, however,  is  almost  as  true  of  the  classified  property  tax, 
as  Iowa's  experience  shows;  so  that  we  need  always  to  insist 
that  a  considerable  degree  of  centralization  is  a  fundamental 
requisite  in  any  plan  of  tax  reform. 

The  practical  problem  is  everywhere  one  of  adjustment. 
The  present  real  estate  tax,  flat  taxes  on  tangible  personalty 
at  some  practicable  rate,  the  flat  tax  on  intangibles,  existing 
taxes  on  corporations,  and  the  state  income  tax, — these  are  the 
elements  out  of  which  we  must  build  our  system  of  taxation. 
There  are  a  number  of  practicable  combinations.  A  classi- 
fied property  tax,  plus  a  tax  on  incomes  derived  from  other 
sources  than  property,  would  be  one  solution.  A  tax  on  in- 
comes not  derived  from  property  and  upon  incomes  from  in- 
tangible property,  plus  a  classified  property  tax  upon  real 
estate  and  tangible  personalty,  is  another  possible  adjustment. 
A  tax  upon  all  incomes  not  derived  from  real  estate  plus  a 
property  tax  upon  real  estate,  is  a  third  arrangement.  A  tax 
upon  income  of  all  descriptions,  plus  a  property  tax  upon 
real  estate,  is  a  fourth  possibility.  And  finally  it  is  possible 
to  impose  a  tax  upon  all  incomes,  and  then  tax  all  tangible 
property  under  a  proper  classification.  The  advantages  and 
disadvantages  of  these  five  plans  I  cannot  consider  in  this 
paper,  but  hope  to  discuss  at  some  future  time.  Nearly  all 
of  them  have  precedents  in  the  income  taxes  of  the  world ; 
the  first  three  bring  about  nearly  the  same  distribution  of  the 
weight  of  taxation;  but  the  fourth  and  fifth  produce  some- 
what different  results.  Where  there  exist  special  corporation 
taxes  which  it  is  desired  to  maintain,  all  of  these  plans  would 
need  to  undergo  certain  modifications,  as  was  the  case  in  both 
Wisconsin  and  Massachusetts;  but  all  admit  of  the  necessary 
adjustments. 

As  a  final,  but  not  necessarily  as  the  immediate,  solution, 
I  strongly  prefer  the  fifth  plan.     If  every  citizen  were  taxable 
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at  his  domicile  upon  his  entire  income  without  exemption  or 
deduction,  except  such  as  may  be  proper  in  the  case  of  small 
incomes,  and  if  then  all  tangible  property  were  taxed,  under 
a  proper  classification,  at  its  situs,  we  should  have  the  sim- 
plest, most  logical,  and  most  satisfactory  of  all  solutions. 
Everybody  would  pay  an  income  tax  in  the  locality  where 
he  lives  and  enjoys  the  benefits  of  government,  and  all  prop- 
erty would  contribute  to  the  support  of  the  jurisdiction  where 
it  receives  the  benefit  of  governmental  services.  The  former 
tax  would  necessarily  be  of  a  personal  character,  the  latter 
would  be  levied  purely  objectively  upon  things  without  re- 
gard to  ownership. 

This  arrangement  would  offer  the  following  important  ad- 
vantages. It  would  greatly  simplify  administration,  since 
there  would  be  no  need  of  apportioning  incomes  among  dif- 
ferent states,  no  questions  would  arise  concerning  the  owner- 
ship of  tangible  property,  and  it  would  be  unnecessary  to  ask 
what  income  or  property  is  taxable  and  what  is  exempt. 
Secondly,  it  would  secure  a  certain  compensatory  action  of 
the  two  taxes,  since  inequalities  in  the  actual  operation  of 
one  might  be  offset  by  inequalities  in  the  other,  and  it  would 
seldom  happen  that  the  two  sets  of  inequalities  would  be 
cumulative.  Thirdly,  it  would  solve  all  questions  of  double 
taxation  by  universalizing  the  practice,  and  would  secure  a 
simple  and  just  distribution  of  taxable  values  between  the 
state  where  a  taxpayer  is  domiciled  and  that  in  which  his 
tangible  property  is  located.  For  such  double  taxation  of 
property  and  income  there  are  not  a  few  precedents,  and  it  is 
the  only  practicable  method  by  which  under  federal  govern- 
ments unjust  double  taxation  can  be  wholly  avoided. 

But  I  am  not  greatly  interested  today  in  ultimate  solutions. 
For  good  or  ill  various  states  seem  inclined  to  experiment  with 
taxes  on  incomes,  and  it  is  important  to  understand  the 
nature  and  the  good  or  bad  points  of  the  income  tax.  It 
should  not  be  regarded  as  a  panacea,  it  is  not  going  to  re- 
place all  taxation  of  property,  it  must  be  carefully  adjusted 
to  existing  taxes  on  tangible  property  and  corporations,  and  it 
will  certainly  work  badly  if  the  rate  is  excessive  or  the  admin- 
istration decentralized.  Finally  the  state  income  tax  should 
not  be  regarded  as  the  rival,  but  rather  as  the  complement  or 
helpmate,  of  the  classified  property  tax. 
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The  legislatures  of  but  1 1  states  held  regular  sessions  in 
1916.  In  some-  of  these  important  financial  legislation  was 
enacted.  An  unusual  number  of  states  had  special  legislative 
sessions,  but  these  were  brief  and  in  many  cases  were  held 
solely  to  provide  a  method  of  giving  the  soldiers  on  the  Mex- 
ican border  an  opportunity  to  vote  in  the  fall  election.  No 
important  tax  legislation  was  enacted  at  these  special  sessions. 

State  Budget  Reform 

The  interest  manifested  hist  year  in  improved  budgetary 
methods  was  taken  up  in  1916  in  at  least  five  states.  The 
legislature  of  Maryland  was  persuaded  to  submit  to  the  elec- 
torate a  constitutional  amendment  (Ch.  159,  Laws  of  1916) 
which  gives  the  state  an  executive  budget,  substituting  "a 
unified,  coherent  plan  of  distribution  of  the  state's  appro- 
priations for  a  patched  and  incoherent  plan."  Tins  amend- 
ment, which  was  ratified  at  the  polls  on  November  7,  pro- 
vides that  the  governor  shall  present  to  the  legislature  soon 
after  it  convenes  a  budget  giving  a  complete  plan  of  proposed 
expenditures  and  estimated  revenues  for  the  two  succeeding 
fiscal  years,  and  showing  also  current  assets,  liabilities,  re- 
serves, surplus  or  deficit,  and  the  debts  and  funds  of  the  state. 

In  making  up  his  budget  the  governor  may  require  depart- 
ments, offices,  and  institutions  desiring  appropriations  to  sub- 
mit such  information  and  in  such  form  as  he  may  direct.  He 
may  also  hold  public  hearings  and  require  the  attendance  of 
department  heads  and  other  officials.  Estimates  for  the  legis- 
lature, judiciary,  and  public  schools  must  be  included  without 
revision,  but  most  other  estimates  the  governor  may  revise  as 
he  chooses  and.  at  any  time  before  final  action,  may  make 
corrections,  amendments,  or  supplements. 
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The  legislature  may  increase  or  diminish  items  relating  to 
itself,  and  may  increase  items  relating  to  the  judiciary,  but 
beyond  that  may  only  strike  out  or  reduce  items  included  in 
the  governor's  budget.  Until  the  budget  bill  has  been  finally 
acted  upon,  additional  appropriation  bills  may  not  be  consid- 
ered, and  every  such  supplementary  appropriation  must  be 
embodied  in  a  separate  bill  limited  to  a  single  object.  It  must 
also  receive  a  majority  vote  of  all  members  elected  and  must 
provide  a  tax  to  cover  the  amount  of  the  appropriation. 

The  New  Jersey  legislature  also  made  provision  for  a  mod- 
ern executive  budget  (Ch.  15,  Laws  of  1916).  Every  state 
department,  office,  or  institution  desiring  an  appropriation 
must  submit  detailed  requests  to  the  governor  by  November 
15,  using  forms  provided  and  giving  reasons  for  increases  or 
decreases.  At  the  same  time  the  comptroller  and  the  treasurer 
must  jointly  submit  to  the  governor  a  summary  of  the  finan- 
cial condition  of  the  state,  including  receipts  and  expenditures 
for  the  current  and  preceding  years  and  the  sources  and 
probable  amount  of  revenue  for  the  next  fiscal  year. 

In  his  examination  of  these  estimates  the  governor  may 
summon  witnesses  and  conduct  hearings  or  appoint  officers  or 
other  persons  to  hold  hearings.  His  budget  message  is  to  be 
printed  and  distributed  to  the  press  and  to  all  public  libraries. 
The  governor  must  not  recommend  appropriations  in  excess 
of  the  anticipated  revenues;  but,  if  he  thinks  it  necessary,  he 
may  suggest  plans  for  raising  additional  revenue. 

Flexibility  in  the  execution  of  the  budget  is  secured  by 
giving  the  state  house  commission  power  to  permit  transfer 
between  items.  A  defect  which  may  be  pointed  out  in  this 
law,  as  well  as  in  the  Maryland  plan,  is  a  failure  to  secure 
full  publicity  by  requiring  executive  officers  to  appear  before 
the  legislature  to  answer  questions. 

In  New  York  state  the  admirable  budget  procedure  worked 
out  by  the  constitutional  convention  last  year  and  defeated 
at  the  polls  was  revived  by  Governor  Whitman,  who,  on  the 
opening  day  of  the  1916  legislative  session,  submitted  a  ten- 
tative budget  and  asked  the  legislature  to  act  on  one  consoli- 
dated appropriation  bill.  It  was  evidently  the  governor's  in- 
tention to  give  the  state  an  object  lesson  in  favor  of  an  exec- 
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utive  budget.  A  bill  was  also  introduced  to  carry  out  the 
main  budgetary  provisions  of  the  defeated  constitution,  but 
the  legislative  leaders  quickly  made  it  clear  that  they  did  not 
intend  to  surrender  budget  control.  That  bill  was  pigeon- 
holed and  another  introduced  and  passed  which  fastened 
upon  the  state  the  legislative  budget  in  a  most  undesirable 
form. 

The  finance  committee  of  the  senate  and  the  ways  and 
means  committee  of  the  house,  acting  jointly  or  separately, 
are  required  (Ch.  130,  Laws  of  1916)  to  prepare  and  submit 
to  their  respective  houses  not  later  than  March  15  a  complete 
and  detailed  budget,  accompanied  by  an  itemized  and  de- 
tailed statement  of  the  probable  revenues  and  such  other  data 
as  the  committees  wish  to  submit. 

Without  repealing  existing  provisions,  the  new  law  gives 
to  these  two  committees  power  to  sit  continuously  and  to  ap- 
point sub-committees  to  gather  information  as  to  the  finan- 
cial needs  of  state  departments,  offices,  and  institutions.  Upon 
the  clerks  of  these  committees,  acting  independently  or  jointly 
as  they  choose,  is  laid  the  duty  of  collecting  information  in 
regard  to  revenues  and  the  appropriations  requested,  as  well 
as  the  duty  of  aiding  in  the  preparation  of  the  budget  gen- 
erally and  making  investigations  requested  by  the  legislature. 
The  budget  bill  prepared  in  this  way  has  to  be  reported  to 
the  committee  of  the  whole  of  the  senate,  advanced  to  the 
order  of  second  reading  in  the  assembly,  and  there  remain 
for  not  less  than  five  full  legislative  days,  on  each  of  which 
it  shall  be  the  special  order  of  the  day.  During  this  time 
heads  of  departments,  offices,  or  institutions  may  be  heard  in 
public  session  and,  if  requested,  must  appear  to  answer  ques- 
tions. Amendments  adding,  increasing,  eliminating,  or  re- 
ducing items  are  permitted,  but  after  the  bill  reaches  the 
order  of  third  reading  in  the  house,  where  it  must  remain 
for  at  least  three  full  legislative  days,  no  amendment  except 
reduction  or  elimination  of  an  item  can  be  passed  except  by 
unanimous  consent. 

The  faults  of  such  a  budget  procedure  are  too  obvious  to 
require  comment.  The  following  criticism  by  one  competent 
authority  seems  to  be  entirely  justified.     The   new  law,   he 
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says,  "will  give  permanency  to  the  plan  of  invisible  govern- 
ment by  incorporating  in  law  the  standing  committee  system 
upon  which  the  legislative  oligarchy  depends  for  its  monop- 
oly. It  will  make  the  committee  on  finance  and  the  com- 
mittee on  ways  and  means,  both  of  which  are  irresponsible 
and  are  almost  unknown  to  the  public,  the  absolute  masters 
over  the  administrative  departments  of  the  state.  With 
deadly  precision,  guaranteed  by  a  paid  staff  of  searchers,  they 
can  tear  open,  tear  down,  and  build  up  administration  at 
their  will.  ...  It  will  put  into  their  hands  the  machinery 
for  wresting  away  from  the  governor  such  shreds  of  executive 
power  as  are  now  left  to  him.  .  .  .  The  office  of  governor 
might  as  well  be  left  vacant. ' ' 

An  act  was  passed  in  Louisiana  (Act  No.  168,  Laws  of 
1916)  submitting  amendments  to  Sections  225  and  226  of  the 
constitution  by  providing  for  the  creation  of  a  board  of  state 
affairs.  This  board  is  given  power  to  exercise  such  authority 
relative  to  budget,  income,  and  expenditure  as  may  be  con- 
ferred upon  it  by  the  legislature.  These  amendments  were 
ratified  by  the  electors  on  November  7,  1916. 

Act  No.  140,  Laws  of  1916,  approved  July  5,  1916,  which 
became  effective  upon  the  ratification  of  the  foregoing  con- 
stitutional amendments,  establishes  a  board  of  state  affairs 
consisting  of  three  members  to  be  appointed  for  regular  terms 
of  six  years.  This  board  may  require  every  state  department 
and  institution  receiving,  expending,  or  handling  any  state 
funds  or  property  to  submit  to  it  at  least  ninety  days  before 
the  meeting  of  the  general  assembly  estimates  of  the  revenues 
and  expenditures  for  each  fiscal  year  for  the  ensuing  bien- 
nial period. 

The  board  may  distribute  blanks  upon  which  such  depart- 
ments and  institutions  shall  make  reports  showing  details  of 
expenditures  and  receipts  for  the  forthcoming  period,  with 
comparative  references  to  the  prior  period  and  explanations 
of  changes  and  differences.  After  review  of  these  reports, 
which  shall  be  undertaken  not  later  than  March  15,  and  after 
such  examination  thereof  as  the  board  deems  necessary,  it  is 
required,  on  or  before  April  1,  to  recommend  to  the  legisla- 
ture a  budget  showing  item  for  item  the  amount  requested, 
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the  amount  recommended,  and  the  amount  for  the  preceding1 
biennial  period,  with  the  reasons  for  the  board's  action.  The 
budget  recommended  must  be  printed,  together  with  any 
minority  and  gubernatorial  recommendations,  and  distributed 
to  the  members  of  the  forthcoming  legislature  on  or  before 
April  25  of  the  year  in  which  the  legislature  meets. 

The  board  is  required  also  to  investigate  the  feasibility  of 
a  central  board  of  control  for  public,  educational,  charitable, 
and  eleemosynary  institutions  as  well  as  of  a  central  pur- 
chasing, selling,  and  exchange  bureau;  also  to  investigate  the 
workings  of  public  bodies  and  the  cost  of  public  works,  to  the 
end  of  greater  efficiency  and  economy,  and  to  distribute  a  re- 
port to  the  members  of  the  general  assembly  at  least  sixty 
days  prior  to  each  biennial  session. 

In  Oregon  an  amendment  to  Article  11  of  the  constitution 
was  submitted  by  initiative  petition  and  was  voted  upon  on 
November  7,  1916.'  The  general  purpose  of  the  amendment  is 
to  limit  the  tax  levies  of  state,  county,  municipality,  or  other 
taxing  power  in  any  one  year  to  not  more  than  the  levy  of 
the  preceding  year  plus  six  per  cent,  except  by  vote  of  the 
people,  also  limiting  the  power  of  counties  to  incur  indebted- 
ness to  $5,000  except  for  permanent  roads,  when  it  shall  not 
exceed  two  per  cent  of  assessed  valuation.  This  amendment 
was  ratified  at  the  election  and  is  now  in  force. 

Tax  Commissions 

Special  tax  commissions  previously  authorized  have  been  at 
work  in  several  states.  The  Massachusetts  commission  created 
by  a  resolve  of  1915  reported  in  January.  1916.  The  prin- 
cipal one  of  its  10  recommendations  was  for  the  passage  of 
an  income  tax  law.  which  is  discussed  below. 

The  joint  special  commission  in  New  York,  authorized  by 
the  1915  legislature,  made  its  report  in  1916.  It  strongly  em- 
phasized the  advantages  of  an  income  tax.  A  hill  was  intro- 
duced for  such  a  law  but  was  not  acted  upon. 

Other  special  tax  commissions  created  in  191")  in  the  states 
of  California  (Ch.  194,  Laws  of  1915),  Colorado  (Ch.  161, 
Laws  of  1915),  Connecticut  (P.  365,  Special  Acts  of  1915>, 
Indiana   (Ch.  114,  Laws  of  1915),  and  Hawaii  ( Jt,  Res.  3,  P. 
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359,  Laws  of  1915)  are  now  engaged  in  the  work  for  which 
they  were  created.  They  will  submit  their  reports  and  rec- 
ommendations to  their  respective  legislatures  at  the  first  of 
the  year. 

The  District  of  Columbia  appropriation  bill  (Act  of  Sept. 
1,  1916)  contained  a  provision  appointing  the  committees  on 
the  District  of  Columbia  of  the  Senate  and  the  House  of  Rep- 
resentatives a  joint  committee  to  make  a  "'careful  and  ex- 
haustive study  of  the  tax  laws  of  the  District  of  Columbia, 
including  license  taxes,  with  a  view  of  recommending  such 
changes  in  the  laws  as  the  joint  committee  may  deem  fair  and 
equitable ' '  and  to  report  to  the  next  Congress. 

A  special  committee  of  the  Mississippi  house  of  represen- 
tatives is  at  present  investigating  the  general  subject  of  taxa- 
tion in  Mississippi. 

Under  the  guidance  of  the  Kentucky  State  Tax  League,  the 
Kentucky  legislature  provided  a  special  commission  (Ch.  137, 
Laws  of  1916)  to  investigate  the  whole  question  of  state  taxa- 
tion and  frame  a  new  revenue  and  tax  law  in  conformity  with 
the  constitutional  amendment  adopted  in  November,  1915, 
which  made  possible  a  classification  of  property.  This  com- 
mittee consists  of  four  members  of  the  1915  house  of  repre- 
sentatives and  three  members  of  the  1915  senate,  appointed 
by  the  governor,  all  to  be  "persons  familiar  with  revenue 
and  taxation  and  the  laws  relating  thereto."  Members  of  the 
commission  serve  without  pay  but  are  authorized  to  employ 
an  expert  investigator.  Their  report  was  to  be  submitted  by 
October  15,  1916,  or  as  soon  thereafter  as  practicable  and 
may  be  considered  at  a  special  session  of  the  legislature  called 
for  that  purpose  or  at  the  next  regular  session. 

Two  new  permanent  tax  commissions  have  been  added  to 
the  list.  The  legislature  of  Mississippi  created  (Ch.  98,  Laws 
of  1916)  a  board  of  state  tax  commissioners  of  three  mem- 
bers, who  are  appointed  by  the  governor,  with  the  advice  and 
consent  of  the  senate,  for  a  term  of  four  years,  at  a  salary  of 
$2,500.  They  are  required  to  devote  their  entire  time  to  the 
duties  of  their  office.  The  commission  is  authorized  to  adjust 
and  equalize  valuations  throughout  the  state.  One  or  more 
of  its  members  must  visit  every  county  in  the  state  each  year 
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to  confer  with  local  assessors.  Aside  from  its  power  of  equal- 
ization, the  commission  has  little  actual  control  over  the  tax 
system.  Its  principal  function  seems  to  be  one  of  investiga- 
tion and  recommendation.  In  the  language  of  the  act,  the 
commission  "shall  investigate  all  matters  of  taxation  and 
recommend  to  the  legislature,  through  the  auditor,  at  each 
biennial  session,  such  changes  and  alterations  in  the  tax  laws 
of  the  state  as  in  their  judgment  they  may  deem  best  to  bring 
about  a  more  perfect,  equitable,  adequate,  just,  and  thorough 
system  of  taxation  and  valuation  of  property  for  state  and 
county  taxation." 

In  Louisiana  the  board  of  state  affairs  created  by  the  con- 
stitutional amendment  and  Chapter  140.  Laws  of  1916,  to 
which  reference  is  made  above,  is  primarily  a  tax  commission. 
This  commission  replaces  the  former  state  board  of  appraisers 
and  state  board  of  equalization.  It  is  required  to  assess  for 
state  purposes  all  taxable  property  throughout  the  state.  For 
the  purpose  of  collecting  the  state  tax  the  board  is  required 
to  fix  and  equalize  the  value  of  property,  not  to  exceed  its 
actual  cash  value.  It  is  required  to  establish  modern  forms 
of  assessment  rolls  and  otherwise  prescribe  the  forms  used  by 
assessors  and  to  investigate  evasions  of  taxation.  The  d< 'ter- 
minations of  the  board  are  final,  subject  to  a  taxpayer's  right 
of  appeal  to  the  courts.  The  board  is  required  also  to  inves- 
tigate the  systems  of  taxation  in  other  states  and  to  formulate 
and  recommend  such  legislation  as  it  deems  expedient  to  pre- 
vent evasion  of  taxes  and  secure  just  and  equal  taxation.  The 
lawful  authorities  of  each  parish  or  other  tax  district  are 
given  full  liberty  to  assess  taxes  and  fix  valuations  at  less 
than  the  actual  cash  valuation,  as  they  deem  fit,  provided  that 
the  percentage  of  the  actual  cash  valuation  of  property  as- 
sessed in  any  parish  for  other  than  state  purposes  shall  not 
fall  below  25  per  cent  of  the  actual  cash  valuation  as  fixed  by 
the  board  for  state  purposes.  For  local  purposes  the  per- 
centage  is  required  to  operate  equally  and  uniformly  on  all 
taxable  property  within  the  parish  on  the  actual  valuation 
adopted  for  assessment  purposes.  An  exception  provides  that 
the  actual  cash  valuation  and  assessment  of  railway,  tele- 
graph,   telephone,    sleeping    car.    and    express    companies    or 
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other  property  heretofore  assessed  by  the  state  board  of  ap- 
praisers shall  be  fixed  and  assessed  by  the  board  of  state 
affairs  for  all  purposes.  The  right  of  appeal  from  the  assess- 
ment of  the  board  for  state  purposes  is  given  to  any  indi- 
vidual taxpayer  and  to  the  parish  police  jury  sitting  as  a 
board  of  reviewers. 

It  will  be  seen  that  this  act  is  in  most  respects  unique  in 
that,  while  it  gives  complete  power  to  the  board  to  assess  the 
entire  property  in  the  state,  this  is  for  state  purposes  only 
and  the  local  authorities  are  left  with  full  power  to  assess 
upon  any  basis  they  choose  for  local  purposes.  They  are  fur- 
thermore authorized  even  to  question  the  action  of  the  state 
board  as  to  its  assessment  for  state  purposes.  Altogether,  the 
act  and  the  amendment  seem  likely  to  introduce  great  con- 
fusion in  assessment  work  and  to  lack  the  essentials  for  the 
establishment  of  reform  in  such  work. 

The  adoption  of  the  constitutional  amendment  in  Montana, 
mentioned  below  in  discussing  such  amendments,  paves  the 
way  for  legislation  establishing  in  that  state  a  full-fledged 
state  tax  commission  with  full  and  adequate  power  and  super- 
vision over  local  assessment  work.  This  commission  is,  how- 
ever, to  be  composed  of  elected  state  officials  and  is  thus  not 
Avholly  in  line  with  the  best  models.  It  is  to  be  styled  a  "state 
board  of  equalization". 

While  no  other  permanent  tax  commissions  have  been 
established  in  1916,  in  a  number  of  states  minor  changes  have 
been  made  in  the  laws  under  which  the  commissions  operate. 
The  legislature  of  Maryland  passed  an  act  (Ch.  629,  Laws  of 
1916)  increasing  the  power  of  the  commission  by  giving  it 
authority  to  order  the  county  supervisors  of  assessment  to 
appoint  assessors,  who  are  removable  by  the  commission  for 
cause,  while  the  commission  itself  is  empowered  to  appoint 
such  other  assessors  as  it  "may  consider  necessary."  The 
act  also  gives  the  county  supervisors  power  to  assess. 

Amendments  in  Rhode  Island  (Ch.  1346)  and  in  South 
Carolina  (No.  553)  provide  an  increase  of  salary  for  the 
chairman  of  the  commission.  Five  new  sections  are  also 
added  to  the  South  Carolina  law.  One  of  these  gives  the 
commission  broad  powers  of  equalization  and  prescribes  the 
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procedure.  A  board  of  review  of  seven  members  appointed 
by  the  governor,  one  from  each  congressional  district,  is  also 
established  to  hear  appeals  from  the  decisions  of  the  tax  com- 
mission. This  board  has  power  to  reverse  the  action  of  the 
commission,  in  which  case  it  must  make  a  full  report  to  the 
governor.  The  name  of  the  ex-officio  commission  created  in 
Virginia  in  1915  was  changed  (Ch.  215,  Laws  of  1916)  from 
"State  Advisory  Board  on  Taxation"  to  ''State  Tax  Board.'* 
The  powers  of  the  board  are  also  more  fully  defined  and 
somewhat  enlarged. 

Every  newly  created  commission,  if  efficient  and  impartial 
in  the  discharge  of  its  duties,  is  bound  to  incur  the  hostility 
of  one  group  or  another  within  the  state.  Bills  emasculating 
the  Maryland  commission  and  even  abolishing  it  entirely  were 
introduced.  The  most  interesting  attack,  however,  has  oc- 
curred in  Colorado.  The  Colorado  commission  was  established 
in  1911  with  the  special  object  of  securing  full  value  assess- 
ments and  fair  equalization  between  the  different  sections  of 
the  state.  From  the  beginning  it  encountered  opposition, 
which  culminated  on  July  5,  1916,  in  the  filing  of  an  '"initi- 
ated" bill  to  abolish  the  commission  and  transfer  the  admin- 
istration of  the  law  to  the  state  board  of  equalization.  The 
dissatisfaction  was  largely  confined  to  the  city  of  Denver, 
where  the  chief  complaint  was  that  the  commission  had  raised 
the  assessments  too  high.  An  impartial  investigation  made  by 
Dr.  Robert  Murray  Ilaig,  of  Columbia  University,  for  the 
State  Survey  Committee,  showed  not  only  that  the  opposition 
to  the  commission  was  based  on  insufficient  grounds,  but  that 
much  positive  good  had  been  accomplished.  The  bill  abol- 
ishing the  commission  was  defeated  by  the  electors  on  No- 
vember 7. 

[ncome  Taxes 

Perhaps  the  most,  important  single  piece  of  tax  legislation 
enacted  in  1916  is  the  .Massachusetts  income  tax  law.  A  con- 
stitutional amendment  giving  the  legislature  full  power  to 
levy  income  taxes  was  ratified  by  the  voters  in  November, 
1915,  by  an  overwhelming  majority.  In  authorizing  the 
special  tax  commission  in  1915  the  legislature  anticipated  the 
adoption  of  this  amendment  by  instructing  the  commission  to 
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draft  a  law  providing  for  the  taxation  of  incomes.  The  meas- 
ure submitted  by  the  commission  in  January  (Ch.  269,  Laws 
of  1916)  was  enacted  substantially  as  recommended  and  the 
first  tax  is  to  be  levied  in  January,  1917. 

The  new  law  does  not  provide  a  general  tax  on  all  incomes, 
but  applies  only  to  incomes  from  certain  specified  sources.  It 
is  in  the  nature  of  a  substitute  for  the  personal  property  tax, 
but  only  in  respect  to  intangibles.  The  taxation  of  real 
estate  and  tangible  personal  property  is  in  no  way  affected 
by  the  new  income  tax.  Interest  from  bonds,  notes,  etc.,  and 
from  certain  dividends  of  corporations,  partnerships,  associa- 
tions, and  trusts  is  taxed  at  the  rate  of  six  per  cent,  an  ex- 
emption of  .$300  being  allowed  if  the  total  income  from  all 
sources  is  less  than  $600.  income  from  annuities  and  the 
excess  over  $2,000  from  professions,  trade,  or  business  are  to 
pay  at  the  rate  of  1.5  per  cent.  An  exemption  of  $300  in  the 
case  of  annuities  is  permitted  if  the  total  income  from  all 
sources  is  less  than  $600.  An  exemption  of  $500  is  permitted 
for  a  husband  or  wife  ami  $250  for  each  child  or  dependent 
parent,  although  the  total  deduction  under  this  head  may  not 
exceed  $1,000.  On  the  excess  of  gains  over  losses  from  spec- 
ulative dealings  in  intangible  personal  property  a  rate  of 
three  per  cent  is  imposed. 

Every  inhabitant  of  the  state,  including  partnerships,  asso- 
ciations, and  trusts,  whose  annual  income  from  all  sources 
exceeds  $2,000  is  required  to  make  a  return  on  or  before 
March  1,  with  reference  to  income  received  during  the  pre- 
ceding calendar  year.  Heavy  penalties  are  imposed  for  fail- 
ure to  make  returns  or  for  making  incorrect  returns.  Various 
exceptions,  exemptions,  and  deductions  are  provided  for. 

Among  the  important  features  of  the  law  are  its  abolition 
of  the  tax  on  intangible  personal  property,  deduction  on 
account  of  indebtedness,  its  administration  by  state  officials, 
and  the  use  of  "information  at  the  source." 

The  law  exempts  intangible  personal  property  from  the 
traditional  general  property  tax  locally  assessed  and  substi- 
tutes therefor  a  uniform  rate  of  six  per  cent  on  the  income 
therefrom.  It  does  not  apply,  however,  to  intangibles  exempt 
under  the  old  system,  such  as  savings  bank  deposits  in  Massa- 
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chusetts  savings  banks,  federal  bonds,  and  tax  exempt  state 
and  municipal  securities.  Deduction  on  account  of  indebt- 
edness is  permitted,  but  only  such  proportion  of  interest  paid 
out  may  be  deducted  from  taxable  income  as  the  income  from 
intangible  property  bears  to  total  income. 

The  method  of  administration  provided  is  a  practical  guar- 
antee that  the  law  will  be  enforced.  It  is  to  be  administered 
by  the  state  tax  commissioner,  who  is  authorized  to  divide  the 
state  into  income  tax  districts  and  appoint  for  each  district 
an  income  tax  assessor,  who  need  not  be  a  resident  of  the 
district  and  who  may  be  transferred  from  one  district  to  an- 
other. The  taxpayer  has  the  choice  of  filing  his  returns 
either  with  the  tax  commissioner  or  with  the  district  assessor. 

Instead  of  the  method  of  "collection  at  the  source,"  em- 
ployed in  the  federal  income  tax,  the  Massa chusetts  law  uses 
a  system  of  "information  at  the  source."  Employers  are  re- 
quired to  furnish  the  names  and  addresses  of  regular  em- 
ployees receiving  salary  or  other  compensation  in  excess  of 
$1,800  per  annum.  Corporations,  partnerships,  and  stock 
companies  must  file  with  the  tax  commissioner  the  names  and 
addresses  of  Massachusetts  shareholders  and  also  the  names 
and  addresses  of  the  Massachusetts  recipients  of  interest  on 
their  bonds  and  other  indebtedness.  Public  officials  are  also 
required  to  furnish  the  names  and  addresses  of  all  employees 
of  the  state  and  local  governments  who  receive  salaries  or 
wages  in  excess  of  $1,800. 

In  New  York  a  majority  report  of  the  committee  ap- 
pointed to  investigate  taxation  (Mill's  committee)  favored  a 
state  income  tax  and  a  bill  was  introduced  providing  a  tax 
on  incomes  above  $1,500.  The  bill  was  not  reported,  but  it  is 
expected  that  an  income  tax  bill  will  be  re-introduced  and  its 
enactment  urged  by  legislative  leaders. 

In  Virginia  the  individual  income  tax  was  extended  to  cor- 
porations, except  public  service  corporations  paying  a  state 
franchise  tax  upon  receipts  and  insurance  companies  paying 
a  state  license  tax  on  gross  premiums,  and  except  state  and 
national  banks  and  trust  companies  engaged  in  the  banking 
business  (Ch.  472,  Laws  of  1916).  An  act  supplementary  to 
the  income  tax  law  (Ch.  495.  Laws  of  1916)  provides  that  no 
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income  tax  or  ad  valorem  taxes,  state  or  local,  shall  be  im- 
posed upon  the  stocks,  bonds,  investments,  capital,  or  other 
intangible  property  owned  by  domestic  corporations  which  do 
no  part  of  their  business  within  the  state. 

Inheritance  Taxes 

The  most  interesting  inheritance  tax  law  of  the  year  is  that 
of  Rhode  Island  (Ch.  1339,  Laws  of  1916).  This  act  imposes 
a  tax  of  one-half  of  one  per  cent  on  the  net  estates  of  dece- 
dents, both  resident  and  non-resident,  when  the  value  exceeds 
$5,000.  The  act  also  levies  a  tax  on  all  transfers  of  property 
within  the  state,  whether  by  will  or  by  other  means,  if  made 
without  adequate  consideration  and  in  contemplation  of 
death.  Only  two  classes  of  heirs  are  recognized  in  the  trans- 
fer tax.  On  the  first,  which  includes  grandparent,  parent, 
husband,  wife,  child,  brother,  sister,  nephew,  niece,  wife  or 
widow  of  a  son,  husband  or  widower  of  a  daughter,  adopted 
child,  and  lineal  descendant,  the  tax  progresses  from  one-half 
of  one  per  cent  on  property  valued  at  $25,000  to  $50,000  to 
three  per  cent  on  all  amounts  in  excess  of  $1,000,000.  All 
others  pay  at  the  rate  of  five  per  cent  on  amounts  from  $1,000 
to  $50,000,  up  to  eight  per  cent  on  amounts  above  $1,000,000. 
The  law  is  administered  by  the  tax  commission. 

A  Kentucky  act  (Ch.  26,  Laws  of  1916)  repeals  the  inheri- 
tance tax  law  of  that  state,  which  applied  to  collaterals  only, 
and  enacts  a  new  act,  under  which^the  primary  rate  varies 
from  one  per  cent  on  property  passing  to  husband,  wife, 
lineal  issue,  lineal  ancestor,  or  adopted  child,  to  five  per  cent 
in  the  case  of  collateral  heirs,  strangers,  and  bodies  politic  or 
corporate.  Property  bequeathed  to  municipal  corporations 
for  public  purposes  is  exempt.  Exemption  for  a  widow  and 
each  minor  child  is  $10,000.  For  other  classes  of  heirs  the 
exemption  is  graded  down  to  $500.  On  estates  in  excess  of 
$25,000  the  rate  progresses  from  one  and  one-half  to  three 
times  the  primary  rate  on  the  excess  over  $500,000.  The  rate 
may  therefore  reach  15  per  cent  on  the  larger  estates  passing 
to  collateral  heirs. 

In  New  York  important  changes  were  effected  in  grades, 
exemptions,  and  rates.     Rates  now  range  from  one  per  cent 
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on  direct  heirs  to  eight  per  cent  on  collateral.  The  grades  at 
which  progressive  rates  apply  were  reduced  and  most  of  the 
exemptions  lowered,  except  to  the  immediate  family  (Ch. 
548).  Certain  beneficiaries  formerly  included  in  the  direct 
class  now  constitute  a  new  class  at  a  higher  rate.  Capital 
employed  in  business  by  non-residents  was  made  taxable  (Ch. 
323).  To  prevent  evasion  the  term  "resident"  was  defined 
(Ch.  551)  to  include  any  person  who  lived  in  New  York  for 
the  greater  part  of  the  year  within  two  years  preceding  death. 
This  act,  therefore,  repeals  the  provisions  of  the  1911  act 
which  exempted  the  intangible  property  of  non-residents  and 
will  probably  result  in  double  taxation  and  litigation.  A 
1915  amendment  taxed  to  the  survivor  intangible  property 
held  jointly  by  two  or  more  persons.  The  word  '•intangible'' 
was  stricken  out  this  year  (Ch.  323),  so  that  now  all  property 
in  joint  ownership  is  taxable  to  the  survivor. 

An  amendment  to  the  Virginia  law  ( Ch.  484,  Laws  of  1916) 
imposes  a  direct  and  collateral  graduated  inheritance  tax  in 
lieu  of  the  existing  collateral  inheritance  tax.  Direct  inheri- 
tances in  excess  of  $15,000  are  made  subject  to  taxation.  The 
tax  on  collateral  inheritances  in  excess  of  $50,000  is  increased. 
There  were  further  minor  amendments  (Ch.  81,  Laws  of 
1916)  to  this  law. 

In  Massachusetts  an  act  (Ch.  268,  Laws  of  1916)  amends 
the  existing  law  by  changing  the  application  thereof  and  the 
rates  of  tax  and  by  making  other  changes  of  a  minor  nature. 

Slight  changes  in  the  inheritance  tax  laws  have  also  been 
made  in  other  states.  In  Maryland  (Ch.  669)  The  tax  com- 
mission's control  over  appraisals  is  strengthened.  The  Georgia 
act  of  1913  was  declared  constitutional  in  an  opinion  of  the 
supreme  court  handed  down  on  January  18. 

License  and  Franchise  Taxes 

In  Maryland  a  large  deficit  in  the  state  treasury  called  for 
additional  sources  of  revenue.  The  liquor  licenses,  licenses 
on  motor  vehicles,  and  on  commissions  of  executors  and  ad- 
ministrators were  increased.  An  act  (Ch.  676)  was  also 
passed  taxing  the  gross  receipts  of  freight  line  companies.  A 
radical  and  comprehensive  act    (Ch.  704)    also  imposes  state 
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licenses  on  a  great  variety  of  business  activities.  In  some 
eases  the  amount  of  the  license  varies  with  the  population  of 
the  city  and  the  size  of  the  business.  The  rate  is  different  in 
certain  instances  for  foreign  and  domestic  corporations. 

Mississippi  imposed  (Ch.  90)  a  license  on  dealers  in  coffins. 
Tlie  rate  is  from  $25  to  $100,  according  to  population,  with 
$10  additional  for  embalming.  The  business  of  operating 
"grub  ears."  or  commissary  ears,  must  also  pa\  a  License  of 
$50  to  $100  (Ch.  91).  An  additional  license  tax  is  placed  on 
the  oyster  business  (Ch.  94)  and  the  tax  on  peddlers  amended 
(Ch.  89). 

Louisiana  levied  (Ch.  34)  on  manufacturers  of  cottonseed 
oil  an  annual  license  of  $5.00  to  $75,  based  on  gross  receipts. 

In  Kentucky  the  law  imposing  an  organization  tax  of  one 
per  cent  on  the  authorized  capital  stock  of  domestic  corpora- 
tions was  amended  by  the  addition  of  a  provision  (Ch.  77, 
Laws  of  1916)  that  in  the  case  of  a  corporation  which  has  not 
paid  the  organization  tax  upon  any  or  all  of  its  capital  stock 
and  which,  by  an  amendment  of  its  charter,  changes  its  name, 
increases  its  powers,  enlarges  its  scope,  or  prolongs  its  cor- 
porate life,  such  tax  shall  be  paid  upon  the  portion  of  the 
capital  stock  upon  which  the  same  has  not  been  paid  at  the 
time  the  amendment  is  filed. 

In  Mississippi  the  law  fixing  the  fees  to  be  paid  by  foreign 
corporations  filing  their  charters  or  certificates  of  incorpora- 
tion was  amended  (Ch.  92,  Laws  of  1916)  so  as  to  place  for- 
eign and  domestic  corporations  on  an  equal  footing  in  re- 
spect to  such  fees.  This  amendment  substantially  increases 
the  fees  payable  by  foreign  corporations. 

In  Rhode  Island  an  amendment  (Ch.  1362,  Laws  of  1916) 
requires  domestic  corporations,  joint  stock  companies,  and 
associations  other  than  insurance,  religious,  charitable,  and 
literary  corporations,  and  also  corporations  such  as  are  gen- 
erally classified  under  the  term  "public  utilities,"  which  pay 
to  the  state  a  tax  of  less  than  $2.50  on  each  $10,000  or  frac- 
tional part  of  authorized  capital  stock,  to  pay  an  annual 
franchise  tax  to  the  state  upon  their  authorized  capital  stock 
in  an  amount  which,  when  added  to  any  tax  paid  in  the  same 
year  to  the  state  on  its  corporate  excess,  shall  equal  $2.50  for 
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each  $10,000  or  fractional  part  thereof  of  its  authorized  cap- 
ital. The  purpose  of  this  act  is  apparently  to  reach  domestic 
corporations  which  transact  no  business  in  the  state  or  which 
have  a  mere  paper  existence. 

Intangible  Personal  Property  Tax 

The  New  York  legislature  re-enacted  the  secured  debt  tax 
in  substantially  the  form  of  the  original  act  of  1911,  as 
amended  by  the  1915  law  (Ch.  261).  The  rate  is  changed  to 
75  cents  per  $100  or  fraction  thereof,  instead  of  three-fourths 
of  one  per  cent,  so  as  to  require  fewer  denominations  of 
stamps.  Payment  of  the  tax  exempts  the  security,  as  under 
the  1915  law,  for  a  period  of  five  years.  If  it  is  not  paid,  the 
owner  is  liable  to  the  full  personal  property  tax  without  de- 
duction for  indebtedness.  The  period  for  registration  and 
payment  expires  January  1,  1917. 

The  act  applies  chiefly  to  mortgages  and  bonds  secured  by 
real  property  in  other  states  and  bonds  not  payable  within 
one  year  secured  by  other  than  real  property,  including  all 
public  bonds  of  other  states  and  countries  and  their  political 
subdivisions.  Debt  secured  by  property  partly  within  and 
partly  without  the  state  is  a  "secured  debt"  in  such  propor- 
tion as  the  mortgaged  property  outside  the  state  bears  to  that 
within  the  state.  Under  the  1916  act  the  comptroller,  instead 
of  the  state  tax  commission,  is  to  make  the  apportionment  of 
the  value  of  the  secured  debt  when  the  property  lies  partly 
within  and  partly  without  the  state.  Under  the  revised  act 
also  the  security  itself  must  be  presented  to  the  comptroller, 
a  mere  description  no  longer  being  sufficient.  The  provision 
that  debts  may  not  be  deducted  from  the  taxable  value  of 
secured  debts  was  changed  to  permit  those  engaged  in  the 
business  of  buying  and  selling  securities  to  which  the  law 
applies  to  deduct  indebtedness  therefrom,  if  they  are  not  held 
for  a  longer  period  than  eight  months. 

The  evident  intention  of  the  legislature  is  to  avoid  all  dis- 
crimination between  mortgage  bonds  and  debts  secured  by 
property  within  the  state  and  those  secured  by  property  sit- 
uated partly  or  altogether  outside  the  state.  The  amendment 
just  referred  to  accomplishes  this,  but  seems  to  be  superseded 
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"by  another  law  passed  this  year  (Oh.  335),  which  provides 
that  the  owner  of  a  mortgage  secured  by  real  property  located 
partly  within  and  partly  without  the  state  must  pay  the  full 
tax  on  the  entire  amount  of  the  mortgage  and  secure  com- 
plete exemption  from  local  taxation.  It  further  provides  that 
in  cases  in  which  the  mortgage  recording  tax  has  been  paid 
upon  an  apportioned  value  the  remainder  of  the  tax  may  be 
paid  and  the  entire  mortgage  or  bond  exempted. 

The  mortgage  recording  tax  has  been  still  further  amended 
(Ch.  337)  in  order  to  extend  the  same  treatment  to  mortgages 
recorded  prior  to  July  1,  1906,  when  the  original  act  went 
into  effect.  The  attorney  general  had  held  that  such  mort- 
gages could  be  exempted  only  in  respect  to  property  situated 
within  the  state.  The  1916  amendment  extends  the  privilege 
to  mortgages  secured  by  property  situated  without  the  state 
as  well. 

A  Maryland  act  (Ch.  656)  gives  the  towns  the  right  to  de- 
termine the  class  of  property  which  shall  be  subject  to  taxa- 
tion within  their  respective  jurisdictions,  provided  that  they 
follow  the  rules  of  classification  established  in  the  constitu- 
tion. It  is  not  clear  to  the  writer  just  what  this  act  aims  to 
accomplish. 

A  Massachusetts  law  of  1914  (Ch.  761)  permittedthe  regis- 
tration with  the  tax  commissioner  of  bonds  secured  by  mort- 
gage on  tangible  property  within  or  without  the  state,  subject 
to  taxation  wherever  situated  and  there  actually  taxed,  and 
exempted  such  bonds  so  registered  from  taxation  within  the 
state  for  a  period  of  one  year  after  registration,  upon  the 
payment  of  a  fee  of  30  cents  for  each  $100  of  the  par  value 
of  the  bond.  Section  29  of  the  income  tax  law  of  1916  (Ch. 
269)  prohibited  further  registrations  under  said  act  of  1914 
after  May  26,  1916.  A  law  of  1916  (Ch.  300)  revived  the 
act  of  1914,  except  that  the  registration  tax  under  the  new 
law  was  fixed  at  six  per  cent  upon  the  annual  income  derived 
from  the  bond  and  the  registration  of  bonds  under  authority 
of  the  act  was  permissible  only  between  that  date  and  July  1, 
1916.  Since  July  1,  1916,  therefore,  there  has  been  no  law 
for  the  registration  of  bonds  in  Massachusetts. 

In  Virginia  an  act  was  passed  (Ch.  382,  Laws  of  1916) 
26 
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amending  Schedule  C  of  the  tax  law,  which  provides  for  the 
taxation  of  intangible  property.  In  this  act  some  changes  are 
made  in  the  classification  of  intangible  property  for  purposes 
of  taxation  and  new  provisions  are  included,  defining  capital 
and  gross  and  net  assets  as  used  in  said  schedule ;  capital 
being  defined  as  net  assets,  which  term  as  used  with  reference 
to  persons,  firms,  and  corporations  engaged  in  a  business  sub- 
ject to  a  tax  on  capital  is  defined  as  gross  assets,  less  numer- 
ous deductions.  Other  provisions  of  this  amendment  are  of 
minor  interest. 

Constitutional  amendments  which  would  have  permitted  the 
classification  of  property  and  the  adoption  of  a  classified  tax 
on  intangibles  were  defeated  at  the  election  on  November  7  in 
Utah  and  in  South  Dakota. 

In  the  District  of  Columbia  a  tax  of  four  mills  has  been 
levied  on  moneys  and  credits,  including  moneys  loaned  and 
invested,  and  bonds  and  shares  of  stock,  with  certain  excep- 
tions (District  of  Columbia  appropriation  act,  Sept.  1,  1916). 

Constitutional  Amendments 

A  resolution  adopted  by  the  Illinois  legislature  was  sub- 
mitted to  the  voters  at  the  general  election  of  November  7. 
The  amendment  itself  makes  no  change  in  the  tax  system,  but 
gives  the  legislature  power  to  classify  personal  property  for 
taxation,  provided  that  any  tax  on  personal  property  must  be 
uniform  as  to  persons  and  property  of  the  same  class.  At 
this  writing  it  appears  that  it  will  be  necessary  to  secure  a 
decision  from  the  Illinois  courts  as  to  the  adoption  of  this 
amendment,  owing  to  donbt  as  to  the  meaning  of  the  language 
used  in  declaring  what  constitutes  a  majority  vote  upon  such 
a  question.  Under  one  construction  the  amendment  failed  by 
more  than  15,000,  while  under  another  it  carried  by  more 
than  21,000. 

In  August,  1916,  an  initiative  petition  was  filed  with  the 
secretary  of  state  of  California  asking  for  the  submission  of 
an  amendment  to  the  constitution  providing  that  after  Jan- 
uary 1,  1917,  all  public  revenues  should  be  raised  by  a  tax  on 
land  values,  exclusive  of  improvements.  "Land  holdings," 
to  quote  from  the  text  of  the  proposed  amendment,  "shall  be 
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equally  assessed,  according  to  their  value  for  use  or  occu- 
pancy, without  regard  to  any  work  of  man  thereon ;  this  value 
shall  be  determined  in  municipalities,  and  wherever  else  prac- 
ticable, by  the  Somers  system,  or  other  means  of  exact  com- 
putation from  central  locations. ' '  To  leave  no  doubt  that  the 
purpose  of  the  amendment  is  to  establish  the  single  tax,  it 
was  further  stated  that  "the  intent  of  this  provision  is  to 
take  for  public  use  the  rental  and  site  values  of  land,  and  to 
reduce  land  holding  to  those  only  who  live  on  or  make  pro- 
ductive use  of  it."  Taxes  on  incomes  and  inheritances  are 
specifically  permitted  to  provide  funds  for  old  age  pensions, 
mothers'  endowments,  and  unemployment  and  disability  in- 
surance. This  provision  has  the  appearance  of  being  tacked 
on  to  a  straight  single  tax  amendment  for  the  purpose  of 
catching  the  votes  of  the  working  class.  The  proposal  was 
very  decisively  voted  down. 

A  joint  resolution  adopted  by  the  Louisiana  general  assem- 
bly (Act  168,  Laws  of  1916)  was  submitted  to  the  voters  at 
the  general  election  on  November  7  and  adopted.  The  amend- 
ment revises  Articles  225  and  226  of  the  constitution.  Article 
225  as  amended  continues  the  requirement  of  uniformity  in 
taxation  but  permits  variation  in  the  manner  of  assessment. 
It  provides  that  the  valuation  of  property  for  the  assessment 
of  state  taxes  may  be  different  from  the  valuation  fixed  for 
all  other  purposes.  Assessments  of  property,  however,  may 
not  exceed  the  actual  cash  value  thereof.  Article  226  creates 
a  state  board  of  affairs  with  the  power  and  duty  to  assess  all 
the  property  in  the  state  for  state  purposes  and  to  exercise 
such  authority  relative  to  state  assessment,  budget,  income, 
and  expenditure  as  may  be  conferred  upon  it  by  the  general 
assembly.  The  board  consists  of  three  members  appointed  by 
the  governor  for  such  terms  as  the  general  assembly  may  fix. 

An  act  based  upon  the  amendments  to  Articles  225  and  226 
(Ch.  140,  Laws  of  1916)  is  discussed  elsewhere  in  this  article. 

In  Oregon  the  voters  were  again  called  upon  to  act  upon 
an  amendment  instituted  by  initiative  petition  for  the  taxa- 
tion of  land  rent  pursuant  to  the  familiar  single  tax  theory. 
This  proposal  was  contained  under  the  attractive  title  of 
"full   rente!   value  land   tax   and  home-makers'   loan   fund 
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amendment. "  The  petition  was  supported  to  some  extent  by 
the  labor  organizations.  It  was  very  decisively  defeated. 
The  Oregon  voters  at  the  same  election  voted  to  amend  the 
constitution  to  exempt  vessels  engaged  in  ocean  transporta- 
tion from  taxation  until  January  1,  1935.  The  important 
amendment  adopted  in  Oregon  relative  to  limitation  on  tax 
levies  and  indebtedness  has  been  commented  upon  above. 

At  the  November  election  amendments  were  passed  upon 
by  the  voters  in  several  other  states.  In  the  state  of  Wash- 
ington a  measure  requiring  the  adoption  of  a  budget  by  local 
government  units  and  limiting  the  manner  of  expending  the 
revenues  was  voted  upon  and  rejected.  Rhode  Island  adopted 
an  excess  condemnation  amendment.  Amendments  approved 
by  the  legislature  of  Nevada  in  1913  and  1915  were  presented 
to  the  voters  on  November  7.  One  of  them  related  to  revenues 
to  be  used  for  educational  purposes  and  the  other  changed  the 
limit  of  the  state  debt  from  $300,000  to  one  per  cent  of  the 
assessed  valuation  of  property  within  the  state.  The  voters 
of  Montana  passed  upon  and  adopted  an  amendment  creating 
a  state  board  of  equalization  which  is  to  exercise  the  powers 
of  a  permanent  state  tax  commission  of  comprehensive  scope. 
An  amendment  submitted  to  the  voters  of  Georgia  gave  the 
legislature  power  to  exempt  from  taxation  vessels  owned  by 
Georgia  citizens  and  engaged  exclusively  in  foreign  commerce. 
An  amendment  in  South  Dakota,  carefully  drawn  and  cm- 
bodying  most  of  the  provisions  deemed  essential  to  the  estab- 
lishment of  a  modern  system  of  taxation,  including  classifica- 
tion of  property,  freedom  in  the  legislature,  etc.,  was  defeated 
at  the  polls  by  a  narrow  margin.  An  amendment  providing 
for  classification  of  property  and  otherwise  following  the  lines 
indicated  by  the  best  thought  on  the  subject  was  also  defeated 
at  the  polls  by  a  close  vote.  In  Arizona  amendments  were 
submitted  to  the  voters  providing  for  the  exemption  from 
taxation  of  bonds  of  the  state  and  its  subdivisions,  and  of  the 
property  of  resident  widows  up  to  the  amount  of  $2,000. 
The  voters  of  New  Hampshire  by  a  light  vote  ratified  the 
calling  of  a  constitutional  convention.  Similar  proposals  for 
conventions  in  New  York  and  Tennessee  were  rejected. 
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BE  CONSTITUTED  AND  INFORMATION 
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WILLIAM    BALLET 
President  Utah  State  Board  of  Equalization,  Salt  Lake  City,  Utah 

So  long  as  we  are  under  the  m  eessity  of  depending  largely 
upon  the  general  property  tax,  with  all  its  defects,  inconsis- 
tencies, and  inequities,  for  the  major  part  of  our  public  reve- 
nues, and  so  long  as  such  revenues  continue  to  he  collected 
and  disbursed  through  the  many  local  units  and  subdivisions 
of  the  state,  some  sort  of  equalization  would  seem  to  be  im- 
peratively necessary.  A  statement  so  old  and  so  often  quoted 
that  it  has  become  a  proverb  is  to  the  effect  that  death  and 
taxes  are  the  only  two  things  that  are  sure  and  certain  in  this 
world  of  ours;  and,  entering  the  field  of  taxation,  if  there  is 
any  one  thing  that  is  more  certain  than  another  it  is  that 
each  unit,  whether  it  be  individual,  precinct,  city,  county,  or 
business  enterprise,  is  prone  to  feel  that  upon  its  particular 
shoulders  rests  the  heaviest  burden.  Thus  the  sheepman,  as 
we  call  him  in  Utah,  representing  an  important  industry  of 
the  state,  insists  that  his  particular  property  is  more  closely 
enumerated  and  valued  more  highly  in  proportion  to  actual 
value  than  is  any  other  class  of  property;  the  mine  owner, 
considered  by  the  layman  to  be  specially  favored  and  encour- 
aged under  our  net  proceeds  system  of  taxation,  thinks  he  is 
discriminated  against;  and  the  sugar  companies,  an  import- 
ant element  in  the  industrial  and  commercial  life  of  the  state, 
are  obsessed  with  the  feeling  that  their  interests  and  business 
are  the  special  objects  of  the  venomous  attacks  of  the  taxing 
officials.  Likewise  county  officials,  many  of  them  having  ab- 
solutely no  knowledge  of  conditions  in  other  counties,  like  the 
boy  who  said  he  knew  cedar  posts  would  last  forever  because 
his  father  had  tried  them,  maintain  with  absolute  certainty 
that  their  particular  county  is  taxed  higher  than  any  other 
county  in  the  state. 
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These  facts  and  conditions  are  undoubtedly  very  familiar 
to  you  from  your  personal  experience,  and  besides  have  many 
times  been  fully  and  forcibly  set  forth  in  preceding  confer- 
ences of  this  association,  so  I  shall  not  dwell  longer  upon 
them.  My  one  purpose  in  mentioning  them  now  is  to  make 
them  a  foundation  upon  which  to  base  what  I  shall  have  to 
say  upon  the  question  of  the  make-up  of  the  department  of 
equalization,  its  field  of  operations,  and  the  methods  of  secur- 
ing information  to  be  adopted  by  it,  let  it  be  constituted  as 
it  may. 

In  the  gradual  development  of  the  systems  of  taxation  that 
now  obtain  in  the  various  states  of  the  Union,  all  of  which 
have  ma ny  points  in  common,  each  state  having  copied  from 
all  others  such  statutes  bearing  on  the  subject  of  taxation  as 
seemed  best  to  meet  the  opinions  of  the  law-makers,  and  all 
of  which  have  been  designed  primarily  to  make  equitable  dis- 
tribution of  the  tax  burden,  varying  ideas  have  prevailed  as 
to  the  constitution  or  make-up  of  the  authority  upon  whom 
should  be  placed  the  onerous  responsibility  of  attempting 
(and  I  say  attempting  advisedly  because  accomplishment  is 
an  impossibility)  to  make  assessments  and  taxes  equal,  and  to 
satisfy  individual  taxpayers,  communities,  and  business  in- 
terests. One  method  has  been  to  denominate  as  a  state  board 
of  assessors  the  various  county  assessors  of  the  state,  and  to 
leave  to  such  board  the  fixing  of  valuations  of  all  classes  of 
property  common  to  all  counties,  with  little  else  of  stair 
equalization.  Another  plan,  usually  the  first  adopted  by  a 
new  state  upon  its  entrance  into  the  Union,  lias  been  to  desig- 
nate certain  state  officers,  usually  the  governor,  secretary  of 
state,  state  treasurer  or  auditor,  as  a  state  board  of  equaliza- 
tion, to  whom  must  be  submitted  the  completed  assessment. 
rolls  of  the  several  counties  of  the  state,  and  to  whom  is  given 
authority  to  increase  or  decrease  the  valuation  of  property 
by  classes  or  by  counties.  Such  boards  have  generally  been 
succeeded  (as  is  the  case  in  Utah)  by  a  special  board  ap- 
pointed at  large  by  the  governor,  but  sometimes  elected  from 
specially  created  districts. 

It  would  be  altogether  outside  the  province  of  this  paper, 
and  besides  could  serve  no  useful  purpose,  for  me  to  attempt 
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to  discuss  all  the  various  plans  of  state  equalization  that  have 
been  adopted  in  the  various  states,  no  two  of  which,  I  believe, 
are  exactly  alike;  so  I  shall  simply  give  some  of  the,  to  me, 
fundamental  facts  that  should  govern  in  the  creation  of  a 
state  board  of  equalization,  tax  commission,  or  whatever  it 
may  be  called,  the  name  being  of  no  importance  whatever. 
It  should  consist  of  three  members  (not  four  as  is  the  case  in 
Utah),  possibly, five  or  seven  if  the  state  revenues  justify  the 
expense,  and  the  desirability  of  personal  knowledge  and  ex- 
perience of  its  members  in  different  lines  of  business  and 
wider  acquaintance  with  the  state 's  resources  and  its  differing 
localities  is  of  sufficient  importance  to  warrant  the  larger 
and  more  unwieldy  body.  The  members  should  be  appointed, 
not  elected,  either  for  a  long  term  or  for  an  indefinite  period ; 
in  fact,  I  would  make  this  board  or  commission,  in  its  make-up 
and  character  and  within  its  sphere,  to  the  state  what  the 
Interstate  Commerce  Commission  or  the  Supreme  Court  is  to 
the  nation — would  have  it  composed  of  the  best  men  in  the 
state,  non-partisan,  removed  as  far  as  possible  from  the  influ- 
ence of  politics,  business,  or  sectional  interests,  and  with  a 
salary  and  tenure  of  office  that  would  warrant  the  entire  time 
and  efforts  of  the  most  efficient  and  capable  of  men ;  this,  of 
course,  not  for  the  sake  of  the  men  themselves,  but  for  the 
purpose  of  making  the  work  of  the  department  stable,  reli- 
able, and  satisfactory  to  the  taxpayers.  Political  economists 
have  said  that,  other  things  being  equal,  an  old  tax  is  better 
than  a  new  one.  This  for  two  reasons :  first,  because  business 
matters  and  conditions  (and  taxation  is  purely  a  business 
matter),  have  become  adjusted  to  the  existing  rates  and  con- 
ditions of  the  old  tax;  and,  second,  because  the  taxpayers 
themselves  have  become  accustomed  to  it  and  less  of  opposi- 
tion and  agitation  is  created  by  its  enforcement. 

To  such  a  body  of  men,  chosen  especially  for  their  wide 
acquaintance  with  the  state  and  its  property  and  interests,  I 
would  give  wide  discretion  and  broad  powers,  both  as  to  the 
assessment  and  equalization  of  taxes,  the  assessment  work, 
however,  to  be  of  vastly  more  importance  and  consideration 
than  that  of  equalization.  In  fact,  so  important  is  the  matter 
of  correct  initial  assessment,  to  my  mind,  that  I  would  will- 
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inglv  forgo  all  the  effort  and  expense  of  equalization  (other 
than  for  study  and  review  in  the  interest  of  subsequent 
assessment)  in  the  interest  of  greater  efficiency  in  the  depart- 
ment of  assessment.  Under  such  a  system,  administered  by 
capable  and  broad-minded  men,  and  with  the  demands  for 
public  revenue  maintained  within  reasonable  bounds  (a  matter 
so  important  that  I  can  scarcely  refrain  from  discussing  it. 
although  not  within  the  limits  of  the  time  and  subject-matter 
assigned  me),  a  tax  once  determined  and  fixed  would  become, 
like  the  laws  of  the  Medes  and  Persians,  unchangeable.  Its 
justness  would  be  recognized  by  the  taxpayer,  the  futility  of 
Ids  efforts  to  secure  reductions  woidd  be  felt,  and  the  very 
difficult  and  vexatious  problems  of  equalization  minimized. 
This  suggestion  is  not  made  with  the  idea  of  imposing  any 
gag  rule,  or  of  preventing  legitimate  complaint,  but  my  ex- 
perience leads  me  to  believe  that  the  fellow  least  hurt  often 
hollos  loudest,  and  that  in  very  many  cases,  possibly  a  ma- 
jority, on  account  of  the  activity  and  insistence  of  complain- 
ants, relief  is  granted  where  it  is  least  deserved;  and.  on  the 
other  hand,  if  equalization  take  the  form  of  an  increase  of 
valuations  rather  than  a  d\  en  as< .  and  of  course  such  must  at 
times  necessarily  be  the  case,  both  locally  and  statewide  it 
will  be  found  that,  while  loud  objection  and  protest  may  be 
made  to  an  original  individual  assessment,  it  will  be  but  a 
zephyr  compared  to  the  whirlwind  following  an  order  in- 
creasing the  valuation  of  an  entire  class  of  property  or  of  a 
county  as  a  whole.  1  would,  therefore,  use  every  effort  to 
make  equalization  unnecessary,  and  would  then  so  hedge  up 
the  way  of  the  complainant  that  only  upon  the  most  just 
provocation  would  he  pursue  the  thorny  pathway  by  which 
he  could  reach  the  power  that  could  grant  him  relief.  Such 
a  proposition  may  sound  treasonable  to  our  democratic  doc- 
trines, but  1  believe  it  to  be  in  the  interest  of  the  most  prac- 
ticable and  efficient  administration  of  our  tax  laws,  and  I 
know  it  is  conducive  t<>  a  satisfied  taxpaying  public,  "a  con- 
summation devoutly  to  be  wished"'. 

But  ltd  me  not  be  understood  as  asserting  that  there  is 
not  a  necessity  for  a  central  supervisory  and  controlling 
authority  in  every  state.    Rather  let  me  again  emphasize  and 
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make  plain  my  thought  that  the  chief  work  of  such  board  or 
commission,  other  thau  the  assessment  of  public  utilities  re- 
quired to  be  made  by  it,  should  be  before  instead  of  after 
taking,  should  be  like  the  lawyer  of  today,  a  means  of  keeping 
us  out  of  trouble  rather  than  of  getting  us  out  after  we  get 
in,  and  like  the  physician  whose  duty  it  is  to  keep  us  well 
rather  than  to  doctor  us  when  we  get  sick. 

And  now.  by  way  of  concluding  my  discussion  of  this 
branch  of  my  subject,  let  me  say  that  with  a  state  board  of 
equalization  or  tax  commission  constituted  as  above,  and  with 
""a  strong  body  of  expert  tax  valuators  working  under  civil 
service  regulations,"  designated  by  Judge  Howe  in  his  ad- 
dress before  the  conference  of  this  association  in  Denver  in 
1914  as  the  greatest  need  of  the  state  of  Kansas,  and  with  the 
tax  department  so  removed  from  the  domain  of  politics  that 
it  cannot  longer  be  the  football  of  the  political  demagogue 
(that  may  be  plagiarism,  but  I  hope  you  will  excuse  it),  there 
will  be  but  slight  demand  for  equalization  after  the  tax  rolls 
are  once  made  up. 

But  equalization  there  must  be,  either  before  or  after  the 
assessment — and  you  will  note  above  that  I  maintain  it  should 
be  before  —  and  sober,  earnest  thought  and  investigation, 
which  brings  me  to  the  latter  part  of  my  topic,  "How  shall 
information  be  secured?" — the  most  difficult  part  of  my  sub- 
ject-matter. 

Just  as  there  is  no  royal  road  to  success,  so  there  is  no 
royal  road  to  the  information  upon  which  equalization  may  be 
based.  Speaking  of  real  estate,  a  very  common  practice  is  to 
assume  that  the  transfer  value  shown  by  a  large  number  of 
sales  represents  the  actual  value  of  the  property  so  trans- 
ferred, but  any  man  who  thinks  he  can  assess  property  at  100 
per  cent  of  a  valuation  so  secured  and  escape  the  hangman  is 
very  greatly  mistaken ;  and,  on  the  other  hand,  any  man  who 
thinks  he  can  make  an  assessment  based  upon  the  prices  at 
which  taxpayers  say  they  will  sell  their  property,  and  while 
doing  so  can  supply  the  revenue  required  for  the  public  ser- 
vice, will  find  himself  badly  on  the  wrong  side  of  the  ledger ; 
of  the  two  alternatives  perhaps  the  better,  but  still  a  very 
undesirable  condition.     And  if  it  shall  be  found  necessary  to 
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depart  from  the  100  per  cent  of  either  basis  that  might  be 
chosen,  how  shall  he  determine,  or  who  shall  say  what  the 
variation  shall  be?  The  fact  of  the  matter  is  that  if  I  could 
just  solve  that  one  question  of  value,  could  propose  a  plan 
whereby  taxpayer  and  taxgatherer  could  agree  upon  a  valua- 
tion that  would  produce  necessary  revenue,  then  indeed  would 
the  tax  problem  be  solved  and  then  would  boards  of  equaliza- 
tion and  the  National  Tax  Association  be  practically  put  out 
of  business.  But,  gentlemen  of  the  convention,  I  must  con- 
fess my  inability.  The  most  I  can  hope  to  do  is  to  open  up 
the  question  for  discussion,  drop  a  suggestion  or  two,  and 
trust  that  of  the  tax  wisdom  assembled  here  I  can  garner  and 
take  home  with  me  something  of  benefit  to  the  people  of  my 
own  state.  This  fixing  of  value  for  taxation  purposes  re- 
minds me,  by  opposites,  of  a  little  experience  I  once  had  as 
a  court  commissioner  appointed  to  distribute  in  a  crude 
and  unscientific  way  the  waters  of  a  small  river  to  some  half 
dozen  irrigation  companies  and  many  individuals  entitled  to 
the  use  of  same.  Every  fellow,  without  exception,  absolutely 
km  w  that  every  other  fellow's  stream  was  larger  than  his 
own.  If  there  is  one  thing  in  the  world  over  which  men  will 
fight  more  quickly  than  another  it  is  what  they  consider  to 
be  their  fair  share  of  water,  and  I  found  that  my  only  salva- 
tion lay  in  making  them  all  believe  that  I  was  a  good  fellow 
and  that  I  was  doing  my  very  best  to  give  them  all  a  square 
deal;  and  just  as  every  fellow  saw  his  stream  smaller  than 
his  neighbors,  so  every  taxpayer  sees  his  tax  larger  and  his 
property,  for  taxation  purposes,  smaller  or  of  less  value. 
And  herein,  if  I  have  anything  of  value  to  offer  on  this  ques- 
tion, is  the  crux  of  my  idea:  that  the  tax  department,  not 
only  in  the  very  important  original  assessment  but  in  the 
matter  of  general  supervision  and  equalization  as  well,  estab- 
lish itself  in  the  confidence  of  the  public. 

This  may  seem  to  be  somewhat  of  a  digression  from  my  an- 
nounced topic,  but  perhaps  only  seemingly  so.  Let  us  make 
use  of  the  "sales  method",  the  "capitalization  method",  the 
gross  and  net  income  plans,  the  market  value,  all  of  which 
have  been  fully  discussed,  all  of  which  have  merit,  and  all  of 
which  are  imperatively  necessary,  under  varying  conditions, 
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in  any  plan  of  assessment  and  equalization ;  but  to  all  of 
which  must  be  added,  in  the  language  of  the  Supreme  Court, 
"the  rule  of  reason".  Our  brilliant  and  estimable  friend, 
Mr.  Purdy,  has  well  said  that  the  "acid  test"  of  any  system 
of  taxation  is  its  ability  to  pluck  from  the  goose  the  greatest 
quantity  of  feathers  with  the  least  amount  of  squawking; 
but  no  system  of  taxation  not  founded  on  equity  and  fair- 
dealing,  and  with  a  knowledge  and  experience  so  wide  that 
justice  will  obtain,  can  long  endure.  Hence  comes  the  neces- 
sity of  the  above-mentioned  expert  tax  valuators  and  of  a 
governing  board  composed  of  members  known  not  alone  for 
their  sense  of  fairness  and  equity  but  also  for  their  intimate 
personal  knowledge  of  values,  of  business  conditions,  and  of 
the  differing  sections  of  the  state.  Having  just  passed 
through  a  somewhat  strenuous  equalization  period  following 
an  assessment  based  upon  readjusted  and  reduced  rates,  I 
want  to  say  that  no  other  factor  has  contributed  so  much  to 
a  successful  meeting  of  the  issues  presented  as  has  the  per- 
sonal acquaintance  of  the  members  of  the  board  with  actual 
values  and  business  conditions. 

Assuming,  then,  that  the  governor  or  other  appointing 
power  will  make  a  wise  selection  of  members  of  the  state 
board  or  commission,  it  becomes  the  duty  of  such  members  to 
make  diligent  personal  study  of  values  and  property  condi- 
tions and  to  qualify  themselves  individually  to  fix  values;  in 
other  words,  to  be  themselves  "expert  tax  valuators". 

In  conclusion,  and  in  the  interest  of  a  quiet  goose  during 
the  plucking  process,  and  correlative  to  the  suggestion  that 
the  board  should  establish  itself  in  the  confidence  of  the  pub- 
lic, I  would  admonish  the  board  to  take  the  public  into  its 
confidence.  In  fact,  I  would  have  the  newrs  that  goes  out 
from  the  office  through  the  public  press  censored;  not  with 
the  idea  of  suppressing  anything,  but  with  the  idea  of  know- 
ing that  the  data  and  information  given  to  the  public  are 
correct  and  not  misleading.  As  an  illustration :  During  our 
recent  equalization  campaign  it  was  found  that  two  import- 
ant counties  had  increased  their  valuations  under  the  reduced 
levies  by  140  per  cent  and  the  newspapers  so  published  the 
fact  as  to  one  of  the  counties,  but  as  to  the  other  said  that  the 
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valuation  was  240  per  cent  of  its  valuation  last  year;  which 
was  correct,  of  course,  but  the  result  was  that  in  the  latter 
county  largely  attended  indignation  meetings  were  held  and 
vigorous  condemnation  of  taxing  officials  and  methods  ex- 
pressed. 

Another  illustration :  The  legislature  had  created  a  special 
commission  to  study  the  tax  question  and  to  make  report  in 
the  form  of  bills  providing  for  the  revision  of  the  system. 
When  the  report  came  out,  the  legislature  being  in  session, 
the  two  leading  state  papers  (both  of  which  were  owned  by 
mine-owners)  opposed  the  proposed  changes,  one  of  them 
coming  out  in  an  editorial  with  the  caption,  ' '  That  Ferocious 
Taxing  Plan",  in  the  course  of  which  occurred  the  following- 
language  : 

But  in  fact  it  is  not  alone  mines  that  are  subject  to  this  exacting  in- 
quisitorial inquiry;  the  same  principle  runs  through  the  bill  as  applied 
to  all  species  of  property.  There  is  nothing  considered  in  favor  of  the 
iyer.  The  whole  purpose,  text,  and  idea  in  the  bill  is  to  make  the 
taxpayer  the  helpless  prey  of  the  taxgatherer.  Xothing  is  to  be  con- 
eealed,  ■eserves  are  to  be  permitted;  the  taxpayer  must  show  up  every- 
thing and  must  pay  on  everything." 

The  commission  considered  the  criticism  to  be  praise  of  the 
highest  order — but  the  bill  failed  to  pass.  So,  it  appears  to 
me  inasmuch  as  a  satisfied  public  is  a  very  desirable  element 
in  the  taxation  problem,  and  inasmuch  as  we  may  take  it  for 
granted  that  any  and  all  taxing  officials  are  more  than 
anxious  conscientiously  to  perform  their  full  duty,  would  not 
a  board  be  justified  in  maintaining,  in  a  way.  a  publicity 
bureau  and  in  giving  to  the  public  not  only  the  orders  actu- 
ally issued,  but  the  basis  upon  which  such  action  is  taken'' 
Sam  Weller  said  to  Mr.  Pickwick,  "Beware  of  the  widders", 
and  my  advice  to  tax  officials  is,  "Beware  of  the  power  of 
the  press". 
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Chairman  Howard:  It  is  now  in  order  for  the  conference 
to  proceed  to  the  discussion  of  the  papers  read  at  this  morn- 
ing's session.  That  will  include  a  consideration  of  the  budget 
idea,  the  taxation  of  intangible  personal  property,  the  income 
tax,  and  public  expenditures.  We  will  at  once  proceed  under 
the  rules. 

Me.  W.  H.  Hart,  of  Indiana  :  The  topic  that  was  presented 
by  the  commissioner  from  West  Virginia  I  think  one  of  the 
most  important  that  has  come  to  the  attention  of  this  confer- 
ence, the  subject  of  public  accounting.  In  1909  Indiana  asked 
for  a  non-partisan  accounting  commission.  It  was  adopted 
practically  by  unanimous  vote  of  the  House  of  Representatives 
and  the  Senate.  It  has  been  in  operation  now  for  about  seven 
years.  At  the  time  of  its  adoption  this  state,  like  all  other 
states,  had  a  system  among  county  trustees  especially  where 
graft  and  extravagance  had  gradually  crept  in  until  it  was  a 
perfect  scandal.  The  operations  of  this  accounting  board 
have  been  such  that  extravagance,  graft,  and  waste  have  been 
entirely  eliminated.  There  have  been  thousands  of  dollars 
recovered  to  the  public  treasury ;  the  deterrent  influence  has 
been  worth  thousands  more.  There  is  not  a  dollar  of  public 
money  expended  in  the  state  of  Indiana,  from  the  state  house 
to  the  last  municipality,  that  is  not  under  its  supervision.  I 
think  that  three  of  the  factors  in  taxation  all  important  are 
the  taxpayer,  the  tax  dodger,  and  the  tax  eater,  and  chief 
among  those  is  the  tax  eater.  Now  I  know  the  railroad  strike 
is  impending.  I  do  not  care  to  prolong  the  session  of  this 
convention,  but  I  want  to  read  from  the  report  of  this  com- 
mission, issued  yesterday,  just  two  or  three  pages  that  I  think 
will  be  of  advantage  to  the  conference,  and  those  especially 
who  are  interested  in  the  subject  of  public  accounting — and 
all  ought  to  be — and  the  matter  of  the  budget.    I  think  it  was 
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Fred  Grant  when  he  was  a  candidate  for  one  of  the  offices  of 
New  York  who  said  that  a  surplus  was  more  difficult  to  handle 
than  a  deficit.  I  think  that  is  true  everywhere,  and  the  influ- 
ence of  the  budget  is  to  prevent  the  waste  and  extravagance 
of  public  funds.  I  just  want  to  read,  if  I  may,  two  or  three 
pages  from  the  report  that  will  be  published  within  a  week 
or  two  by  our  excellent  state  board  of  accounts.     It  says : 

"Under  the  federal  constitution  the  President  is  made  re- 
sponsible to  the  electorate  for  the  executive  departments.  It 
was  the  opinion  of  President  Taft,  set  forth  in  a  special  mes- 
sage to  Congress,  that  the  President  had  the  power,  without 
constitutional  change  or  legislation,  to  prepare  and  submit  a 
budget  to  Congress,  but  without  additional  legislation  his  pro- 
posals might  receive  no  consideration.  This  was  the  first  time 
that  any  responsible  officer  of  the  national  government  had 
advocated  the  'budget  idea'.  About  this  time  the  late  Sen- 
ator Aldrich  stated  that  if  the  government  were  managed  on 
a  sound  business  basis,  similar  to  large  private  corporations, 
it  would  effect  a  saving  of  $300,000,000  a  year. 

"Recently  Mr.  Hughes,  in  his  tour  of  the  western  states, 
advocated  the  budget  system  for  national  expenditures,  and, 
to  the  pleasure  of  the  friends  of  the  budget  idea,  made  this 
subject  interesting. 

"President  Wilson  is  on  record  as  having  always  favored  a 
budget  idea  in  public  offices.  With  President  Wilson's  advo- 
cacy of  a  budget  system,  with  Secretary  McAdoo's  reported 
determination  to  work  for  the  introduction  of  the  budget, 
with  the  chairman  of  the  appropriation  committee  outspoken 
for  the  budget  idea,  it  is  confidently  expected  that  something 
will  be  done  by  the  next  Congress  to  amend  the  laws  of  the 
federal  government,  and  change  the  procedure  of  Congress, 
whereby  the  voting  of  money  may  rest  on  a  plane  of  open- 
handed  square  dealing. 

"In  38  countries  of  the  Old  World  the  budget  idea  lias 
already  been  incorporated  and  made  a  part  of  the  statutory 
laws. 

"At  the  time  the  constitution  of  this  state  was  adopted 
there  was  little  the  people  wanted  or  that  the  state  government 
needed  to  do.  The  needs  of  the  people  could  largely  be  atten  led 
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to  by  the  local  communities.  But  the  demand  on  the  govern- 
ment for  service  grew.  Increased  service  meant  increased 
cost  of  government;  increased  cost  of  government  meant  in- 
creased revenues;  increased  revenues  meant  increased  bur- 
dens of  taxation.  These  things  compelled  attention  as  to  the 
development  of  means  of  control  for  making  the  government 
responsible  for  the  manner  in  which  it  used  this  trust  estate. 
It  was  this  conception  of  trusteeship  and  the  pressure  of  eco- 
nomic necessity  that  brought  home  to  officers  their  strict 
accountability  and  caused  the  people  to  demand  efficiency 
and  economy  in  the  management  of  their  affairs. 

"For  more  than  a  century  there  has  been  a  growing  feeling 
of  discontent — not  at  the  impairment  of  our  liberties,  which 
would  cause  the  people  to  rise  in  revolution — but  at  the  waste 
of  our  great  and  incomparable  resources,  at  inability  to  en- 
force official  responsibility,  at  the  irresponsiveness  of  the  gov- 
ernment to  the  will  of  the  people,  at  the  'dark  chamber'  per- 
formances of  standing  committees  operated  by  the  back-door 
route,  commonly  called  'invisible  government'. 

' '  In  many  states  of  our  union  the  executive  branch  has  been 
so  far  carved  into  independent  jurisdictions  that  the  governor 
cannot  obtain  the  information  or  co-operation  required  to 
make  an  executive  budget  effective.  Under  the  liberal  pro- 
visions of  the  public  accounting  law  of  Indiana,  providing 
for  the  adoption  and  installation  of  complete  forms,  records, 
and  accounts  for  the  proper  conservation  of  all  public  expen- 
ditures, the  State  Board  of  Accounts  is  intrusted  with  the 
necessary  authority  and  has  prepared  a  complete  budget  sys- 
tem for  state  offices,  state  institutions,  boards,  and  commis- 
sions, county,  city,  town,  and  township  offices,  all  of  which 
have  been  distributed  to  the  proper  officials. 

"The  budget  system  means  that  there  must  be  estimates  of 
needs  and  there  must  be  estimates  of  resources  that  may  be 
available  to  meet  such  needs. 

"The  budget  system  is  a  cure  for  'invisible'  government. 
It  means  direct  executive  supervision ;  it  means  a  careful  ex- 
penditure of  the  people's  money;  it  means  strict  accountabil- 
ity; it  means  publicity;  and  it  means  administrative  prepar- 
edness. 
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"The  lack  of  a  budget  system  means  a  lack  of  administra- 
tive planning  and  necessarily  means  a  big  waste  of  public 
resources. 

"Under  the  budget  system  the  estimates  of  needs  must  be 
made  by  persons  who  are  familiar  with  the  requirements  of 
each  kind  of  work  to  be  done,  or  each  service  to  be  rendered, 
including  capital  requirements  as  well  as  maintenance  and 
operating  requirements.  The  estimates  of  financial  resources 
must  be  made  by  persons  who  are  familiar  with  present  finan- 
cial conditions.  They  must  also  be  able  to  forecast  probable 
revenues  derived  under  existing  laws,  having  in  mind  present 
find  proposed  financial  policies;  they  must  have  the  ability  to 
forecast  probable  surpluses  and  deficits  at  the  beginning  of 
the  period  to  be  financed,  and  of  the  probable  surpluses  and 
deficits  at  the  end. 

"A  properly  prepared  budget  will  furnish  accurate  infor- 
mation for  executive  recommendations  and  a  basis  for  legis- 
lative review  and  criticism. 

"More  than  any  other  principle  of  control,  the  budget  idea 
is  commanding  the  confidence  and  respect  of  those  persons 
whose  influence  is  being  felt  in  legislatures  and  conventions, 
and  other  assemblies  charged  with  the  responsibility  of  re- 
dra fting  our  la ws. ' ' 

The  principal  thing  I  wanted  to  state  is  that  the  public 
accounting  system  as  introduced  and  in  successful  operation 
today  is  certainly  as  representative  and  covers  every  item  of 
public  expenditure  that  could  be  conceived.  It  has  demon- 
strated its  value;  it  has  been  a  Westinghouse  air-brake  on 
waste,  extravagance,  and  graft. 

Mr.  Frank  S.  Shaw,  of  Iowa:  The  legislature  of  1913 
passed  in  Iowa  an  accounting  law  giving  power  to  the  auditor 
of  state  to  appoint  not  more  than  eight  examiners  and  as 
many  assistants  as  were  necessary  to  carry  out  the  work  pro- 
vided by  that  bill.  We  only  examine  county  accounts.  We 
do  not  go  into  the  school  districts.  We  stop  with  the  county. 
I  think  that  in  the  course  of  time  we  will  be  obliged  to  have 
mi!'  law  amended  so  that  it  will  take  up  the  school  districts, 
because  we  all  know  that  there  is  as  much  chance  for  errors 
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to  creep  in,  in  the  keeping  of  the  school  accounts,  as  there  is 
in  the  county.  During  the  last  year  there  were  in  the  neigh- 
borhood of  $75,000  returned  to  the  county  exchequers  by  the 
various  county  officials,  ranging  in  amounts  from  a  very  few 
dollars  up  to  several  hundreds  of  dollars,  and  in  several  eases 
up  into  the  thousands,  where  the  men  had  deliberately  held 
money  out  which  was  found  to  be  due  the  county.  The  law 
has  had  a  very,  very  salutary  effect.  There  was  a  great  deal 
of  kicking  at  first  on  the  part  of  the  county  officials.  Of 
course,  you  who  have  had  anything  to  do  with  those  men,  or 
with  all  men  (I  presume  we  are  all  alike),  know  that  the 
fellow  who  gets  hit  is  the  one  who  kicks  the  hardest.  They 
have  kicked  on  that  law  ami  said  they  were  going  to  have  it 
repealed.  But,  when  my  men  get  through  with  a  county,  the 
boards  of  supervisors  are  so  well  pleased  with  the  workings  of 
the  law  that  I  think  there  is  no  danger  of  its  ever  being  re- 
pealed. It  may  be  amended,  but  it  will  never  be  repealed.  I 
think  that,  so  far  as  I  am  able  to  judge,  it  is  one  of  the  best 
laws  which  we  have  on  our  statute  books  today. 

Mr.  William  H.  Corbin,  of  Connecticut:  A  matter  of  in- 
terest, I  think,  and  unique  in  this  country  is  the  state  board 
of  finance  created  by  an  act  of  the  last  legislature.  This  con- 
sists of  three  ex-officio  members,  the  treasurer,  comptroller, 
and  tax  commissioner,  and  three  citizens  appointed  by  the 
governor  for  terms  of  six  years,  one  going  out  of  office  every 
two  years.  The  statute  provides  that  these  six  men,  with  two 
senators  and  five  representatives  to  be  designated  by  each 
succeeding  legislature,  shall  constitute  a  committee  on  appro- 
priations. All  appropriation  bills  introduced  into  the  legis- 
lature must  be  submitted  to  this  board  of  finance  or  committee 
on  appropriations  for  action  and  report.  Those  citizens  wTho 
are  not  members  of  the  legislature  have  an  equal  right  to  vote 
with  the  legislative  members  of  the  committee  on  all  appro- 
priation bills.  This  board  of  finance  also  will  annually  submit 
to  the  legislature  a  budget  of  estimates  for  appropriations 
which  are  required  for  the  coming  year.  I  think  no  state  in 
the  Union  has  an  organization  similar  to  this,  with  voting 
power  in  the  committee  for  or  against  appropriations  equal  to 
27 
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that  of  members  of  the  legislature.  A  somewhat  continuous 
policy  is  ensured  by  having  these  three  citizens  in  office  with 
a  term  of  six  years,  as  against  the  oft-repeated  and  unbusiness- 
like custom  of  having  the  members  of  the  appropriation  com- 
mittee of  a  legislature  absolutely  new  to  their  duties  and  sit- 
ting only  during  one  session. 

Mr.  Charles  J.  Tobix.  of  New  York :  I  would  like  to  know 
if  the  constitution  of  your  state  had  to  be  amended  in  order 
to  provide  that. 

Mb.  William  H.  Corbix  :  Our  constitution  is  the  dearest 
old  Mother  Hubbard  you  ever  saw.  It  covers  everything  and 
touches  nothing.  The  legislature  can  pass  almost  any  kind  of 
administrative  law  without  any  trouble. 

Mr.  K.  K.  Kexnax,  of  Wisconsin  :  I  was  about  to  ask  the 
same  question  because  in  the  state  of  Michigan  many  years 
ago  a  tax  expert  was  employed  to  revise  the  tax  laws  and  was 
given  authority  to  take  part  in  the  discussion  of  the  matter 
by  the  legislature  the  same  as  a  member,  and  the  whole  law- 
was  upset — taxes  of  two  years  thrown  out  and  declared  illegal 
on  the  ground  that  the  Legislature  had  no  authority  to  dele- 
gate any  power  of  a  legislator  to  a  person  not  elected  by  the 
people.  The  minute  you  spoke  of  that  plan  it  occurred  to  me 
that  in  most  states  such  an  arrangement  would  be  unconstitu- 
tional, though  it  does  not  seem  to  have  been  so  considered  in 
your  state. 

Me.  William  H.  Corbix  :  There  has  been  no  test  case  yet 
and  the  legislature  still  has  the  power  of  voting  on  these  bills 
referred  to  it  by  this  committee.  You  will  note  that  the 
legislative  members  have  a  majority  of  one  in  the  committee. 
This  change  has  been  welcomed  by  large  taxpayers  and  busi- 
ness corporations  because  of  the  fact  that  there  has  been  no 
curb  on  the  expenditures  of  the  stale.  It  is  an  attempt  to 
keep  the  expenditures  to  a  systematic  and  businesslike  basis. 
Blanks  are  being  sent  out  to  the  various  institutions,  request- 
ing more  detailed  information  than  has  ever  been  given.     By 
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securing  this  detailed  information  and  using  it  in  a  compara- 
tive manner  from  year  to  year  it  is  hoped  that  the  appropria- 
tions may  be  held  down  as  they  have  never  been  before  in  the 
state  of  Connecticut. 

Mr.  Charles  J.  Tobin:  Has  the  legislative  body  itself  the 
power  to  increase  the  appropriations  that  would  be  reported 
by  this  committee,  or  can  they  simply  make  decreases  ? 

Mr.  William  H.  Corbin  :  They  ean  do  anything  they  wish, 
increase  or  decrease. 

Mr.  Charles  J.  Tobin  :  It  is  simply  to  get  the  appropria- 
tions into  some  kind  of  shape  as  to  what  the  appropriations 
should  be,  and  submit  that  information. 

Mr.  William  H.  Corbin  :  It  is  practically  the  same  power 
that  the  appropriations  committee  has  previously  had,  of  hold- 
ing meetings  and  listening  to  the  demands  of  the  different 
commissions  and  institutions,  and  then  reporting  the  bills 
back  to  the  legislature  with  recommendations.  The  legisla- 
ture either  accepts,  amends  or  rejects. 

Mr.  Charles  J.  Tobin  :  I  am  very  much  interested  in  what 
Mr.  Corbin  says  because  the  subject  of  budget  making  has 
been  discussed  very  much  in  New  York,  and  every  time  you 
try  to  make  a  turn  or  any  change  whatever,  you  are  met  with 
the  constitutional  provision.  The  only  way  anything  could 
be  accomplished  like  that  in  New  York  would  be  to  ehange  the 
constitution. 

Prof.  Horace  Secrist,  of  Illinois:  Is  this  in  any  sense  an 
executive  budget  or  segregated  appropriation  bill?  Is  there 
any  means  of  evoking  executive  responsibility  under  this 
scheme  ? 

Mr.  William  H.  Corbin  :  Our  executive  has  no  more  to  do 
with  the  appropriations  than  he  has  to  do  with  all  other 
legislation.     He  does  not  have  the  power  to  veto  a  special 
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appropriation.  He  can  veto  the  entire  appropriation  bill. 
The  budget  will  be  simply  a  complete  budget  of  possible  ex- 
penditures of  the  state  which  seem  to  be  reasonable  in  the 
minds  of  this  special  committee,  which  will  be  submitted  to 
the  legislature  for  its  consideration.  Then,  of  course,  the 
hearings  will  develop  demands  for  increases.  As  Mr.  Tobin 
has  intimated,  the  remarkable  thing  about  this  is  that  the 
legislature  was  willing  to  give  up  the  trading  power  of  the 
most  important  committee  in  the  legislature,  which  is  the 
committee  on  appropriations.  Probably  more  things  in  the 
way  of  legislation  are  brought  about  by  trading  with  the  ap- 
propriation committee  than  by  any  other  influence.  The  fact 
that  the  legislature  was  willing  to  give  up  that  trading  power 
by  reducing  the  number  of  the  members  of  the  appropriation 
committee  seems  to  me  to  reflect  great  credit  on  the  Connec- 
ticut legislators  of  1915. 

I  do  not  wish  to  take  up  much  time,  but  would  like  to  say 
just  a  word  about  Professor  Bullock's  very  interesting  and 
admirable  paper.  Possibly  because  of  his  neighborly  relation 
to  Connecticut  and  the  old  adage  that  familiarity  breeds  con- 
tempt, he  omitted  two  important  matters  of  legislation  which 
Connecticut  has  enacted. 

Connecticut  has  had  for  many  years  a  classified  rate  of  four 
mills  on  choses  in  action,  to  which  he  referred  as  a  registra- 
tion fee.  We  have  always  considered  it  a  low  tax  rate  on  in- 
tangibles, and  I  feel  Connecticut  should  be  included  in  the  list 
of  states  he  mentioned.  Up  to  last  year  Professor  Bullock 
and  others  may  have  considered  that  our  law  was  not  very 
important  because  we  had  no  particular  method  of  enforcing 
it.  It  was  a  voluntary  statute,  permitting  the  tax  to  be  paid 
on  the  choses  in  action  at  four  mills  or  at  the  property  tax 
rate.  But  our  new  inheritance  tax  law  provided  that  with 
every  inventory  of  an  estate  filed  in  the  tax  commissioner's 
office  there  shall  be  filed  an  affidavit  setting  forth  the  items  in 
the  inventory  on  which  taxes  have  been  paid  during  the  year 
preceding  the  date  of  death  of  the  decedent.  In  the  event  that 
there  are  on  the  inventory  any  items  of  property  which  are 
taxable  and  which  are  not  included  in  the  affidavit,  and  which, 
therefore,  presumably  had  not  been   listed   for  taxation,   the 
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tax  commissioner  is  required  to  impose  a  penalty  of  two  per 
cent  per  annum  for  five  veal's  on  such  property.  This  has 
proved  an  effective  way  of  administering  our  four  mill  choses 
in  action  law,  because  people  realize  that  at  the  time  of  death 
their  entire  estate  is  to  be  shown  up,  including  choses  in  action 
and  cash  on  hand  or  in  national  banks  in  excess  of  $100 ;  and 
there  is  a  noticeable  tendency  on  the  part  of  large  property 
owners  to  pay  the  four  mill  tax  rather  than  to  risk  the  penalty. 

The  other  law  to  which  I  hoped  Professor  Bullock  would 
refer  is  the  income  tax  law,  which  was  enacted  by  the  last 
legislature  and  which  applies  only  to  general  corporations,  as 
the  public  utilities  corporations  are  all  taxed  on  the  gross 
earnings  basis.  This  law  provides  that  a  tax  of  two  per  cent 
shall  be  levied  upon  the  net  taxable  income  of  such  corpora- 
tions as  reported  to  the  federal  government,  much  of  the  same 
information  being  returned  to  the  state  as  is  reported  to  the 
collector  of  internal  revenue.  This  plan  permits  the  state  of 
Connecticut  to  get  the  benefit  of  an  income  tax  law  without 
requiring  the  expense  of  a  special  administrative  force,  which 
in  Wisconsin  originally  cost  nearly  $100,000.  The  result  is 
that  the  tax  on  the  net  taxable  incomes  as  returned  by  non- 
resident corporations  and  by  others  doing  business  in  Con- 
necticut was  $1,600,000,  and  "George"  did  all  the  work,  be- 
cause the  federal  government  decided  all  questions  relative  to 
deductions  or  corrections. 

The  law  further  provides  that  any  corrections  made  by  the 
federal  department  at  any  time,  either  decreasing  or  increas- 
ing the  taxable  amount,  shall  be  reported  to  the  tax  commis- 
sioner and  a  portion  of  the  tax  returned  or  an  additional  tax 
computed  and  paid.  I  have  held  for  a  number  of  years  that 
it  is  possible  for  a  state  to  have  a  simple  income  tax  law  re- 
quiring the  same  information  which  is  given  in  the  federal 
return  to  be  returned  to  the  state,  and  the  law  can  be  admin- 
istered at  a  very  small  expense.  That  supplies  a  satisfactory 
income  from  this  source  without  building  up  a  special  income 
tax  administrative  law  such  as  Wisconsin  and  Massachusetts 
have,  requiring  a  special,  independent,  and  different  detailed 
report  to  be  made  by  the  corporation,  with  all  the  demands 
of  verifying  and  correcting  the  figures.     The  Massachusetts 
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law  does  not  apply  to  corporations,  but  a  similar  plan  could 
apply  to  the  personal  return. 

Mr.  George  C.  Tunell,  of  Illinois:  I  would  like  to  ask  Mr. 
Corbin  how  the  Connecticut  plan  of  handling  the  budget  is 
looked  upon  by  the  governor  of  Connecticut.  It  seems  to  me 
it  has  a  tendency  to  increase  the  power  of  the  legislature  and 
diminish  the  power  of  the  governor. 

Mr.  William  H.  Corbin  :  I  attempted  to  reply  to  that  in 
answer  to  another  gentleman's  question.  The  governor  has 
no  interest  whatever  in  the  appropriations,  more  than  as  a 
general  executive  officer  of  the  state. 

Prof.  T.  S.  Adams,  of  Connecticut:  I  simply  want  to  get 
into  the  record  a  statement  of  personal  opinion.  Mr.  Corbin 's 
remarks  have  suggested  it.  It  was  stated  here  by  Mr.  James 
in  one  of  the  earlier  discussions  that  the  province  of  the  in- 
come tax  is  primarily  to  give  expression  to  the  proper  require- 
ment and  demand  for  personal  taxation,  that  the  income  tax 
is  primarily  a  personal  tax.  I  desire  to  record  my  opinion 
that,  while  it  is  that,  it  is  also  probably  the  best  form  of  busi- 
ness taxation  known,  and  the  probabilities  are  that  the  future 
will  see  a  greater  development  of  the  income  tax  as  a  business 
tax  than  as  a  personal  tax. 

In  1907  at  the  first  conference,  at  a  time  when  separation 
of  sources  was  believed  to  be  the  inevitable  development  of 
American  taxation,  I  took  the  liberty  of  predicting  that,  in 
my  opinion,  the  current  of  opinion  would  set  the  other  way. 

In  1909  I  took  the  liberty  of  predicting  again  that  state  in- 
come taxation  was  on  the  eve  of  realization  in  this  country. 

I  now  take  the  liberty  of  predicting  once  more  that  we  shall 
see  a  great  development  of  business  taxation  on  the  ineome 
basis. 

Mr.  A.  E.  James,  of  New  Mexico:  You  do  not  mean  by  that 
business  taxation  imposed  solely  on  corporations,  but  the  use 
of  income  as  a  measure  of  business  taxation  applied  to  all 
forms  of  organization,  do  you  not? 


DISCUSSION  423 

Prof.  T.  S.  Adams:  I  mean  merely  this,  in  general,  that 
the  history  of  taxation  throughout  the  world  shows  that  we 
are  going  to  have  a  form  of  business  tax  distinct  from  the 
property  tax  and  distinct  from  the  personal  tax ;  that  there 
are  a  number  of  practicable  forms  of  business  taxation,  but 
that  among  them  is  the  income  tax  and  that  it  is  probably  the 
best  of  them;  and  I  believe  that  it  will  spread  in  this  country 
in  the  near  future.  It  is  an  eminently  suitable  and  successful 
form  of  business  taxation. 

Mr.  A.  E.  Holcomb,  of  New  York:  Mr.  Chairman  and  gen- 
tlemen, it  seems  to  me  in  view  of  what  Mr.  Corbin  said  that 
possibly  there  ought  to  be  a  statement  made  as  to  the  West 
Virginia  income  tax,  and  I  understand  that  Professor  Bullock 
also  omitted  to  mention  that  particular  income  tax.  It  so 
happens  that  the  administration  and  the  framework  of  that 
tax  law  bring  out  a  point  which  has  occurred  to  me  to  be  a 
most  vital  one  in  the  administration  of  income  taxes,  not  only 
with  respect  to  corporations  but  also  with  respect  to  individ- 
uals. To  my  mind  a  fatal  difficulty  with  an  income  tax  is  the 
apportionment,  and  Mr.  Corbin  has  apparently  avoided  any 
reference  to  the  apportionment  of  an  income  tax  as  between 
states.  It  strikes  me  that  that  is  a  very  difficult  subject  and  I 
have  not  heard  any  discussion  of  it,  but  I  want  to  call  atten- 
tion to  the  fact  that  in  the  West  Virginia  law  this  has  turned 
out  to  be  a  very  serious  difficulty,  owing,  I  suppose,  to  the  fact 
that  in  the  haste  of  the  legislation,  which  was  enacted  at  the 
last  moment  of  a  dying  legislature,  they  provided  that  the 
apportionment  to  the  state  should  be  made  upon  the  basis  of 
the  assessed  valuation  of  the  property.  Now,  you  all  know 
that  there  is  no  way  of  making  an  apportionment  work  in 
that  way.  A  great  many  of  the  states  do  not  assess  corpora- 
tions upon  the  basis  of  valuation  at  all,  and  then  you  also 
know  that  a  company  having,  for  instance,  stocks,  bonds,  and 
securities  would  be  in  another  peculiar  difficulty.  The  fact 
was  that  in  working  out  that  law  they  simply  had  to  dis- 
regard the  wording  of  the  statute  and  evolve  a  very  ingenious 
theory  that,  if  a  corporation  owned  securities  of  another  cor- 
poration, the  assessed  value  of  its  property  would  be  con- 
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strued  to  be  the  assessed  value  of  the  property  of  the  corpora- 
tion whose  stock  was  so  owned.  You  will  see  that,  if  carried 
to  the  last  analysis,  that  would  run  you  down  into  three  or 
four  chains  of  research  in  order  to  get  at  the  apportionment, 
and,  as  a  matter  of  fact,  in  the  particular  case  that  I  have  in 
mind,  I  suppose  there  must  have  been  expended  in  actual 
money  at  least  $500  in  ascertaining  the  apportionment,  and 
the  final  net  result  was  a  tax  of  $100  to  the  state  of  West  Vir- 
ginia. You  see  the  absurdity  of  passing  a  law  without  being 
careful  to  provide  against  an  impossibility  in  the  matter  of 
apportionment  of  a  state  income  tax. 

Mr.  William  H.  Corbin  :  I  did  not  mention  the  apportion- 
ing of  an  income  tax,  hoping  to  save  your  time.  Since  Mr. 
Holcomb  has  mentioned  it,  I  will  say  briefly  that  the  law  pro- 
vides that  the  net  taxable  income  of  corporations  whose  prin- 
cipal profits  come  from  the  holding,  use  or  sale  of  tangible 
property,  shall  be  apportioned  on  the  ratio  of  the  fair  cash 
value  of  the  real  and  tangible  property  in  Connecticut  as 
compared  with  the  fair  cash  value  of  the  real  and  tangible 
property  wherever  located.  Where  principal  profits  come 
from  the  holding,  sale  or  use  of  intangible  property,  the  ap- 
portionment shall  be  on  the  basis  of  gross  receipts  in  Connec- 
ticut and  gross  receipts  outside  Connecticut.  There  has  been 
some,  but  really  very  little,  questioning  of  the  method  of  ap- 
portionment on  the  part  of  certain  large  corporations  whose 
main  offices  were  outside  the  state  and  their  physical  property 
in  Connecticut;  but  I  know  of  only  one  corporation  out  of 
2,100  which  seems  inclined  to  test  that  particular  feature  of 
the  law;  and,  if  it  is  tested,  wo  will  get  what  it  is  always  a 
good  thing  to  have,  a  supreme  court  decision  on  the  matter. 
If  there  are  any  other  fair  ways  of  apportioning  which  arc 
simple,  I  shall  be  very  glad  to  receive  suggestions  from  you  in 
a  letter,  if  you  will  present  them,  because  the  legislature  will 
have  this  subject  up  for  consideration;  and.  in  addition,  we 
have  a  special  commission  that  would  be  glad  to  consider  it. 

Prof.  J.  T.  Holdsworth,  of  Pennsylvania;  We  have  at 
work  in  the  city  of  Pittsburgh  at  the  present  time  a  local  tax 
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committee  created  by  authority  of  the  mayor  and  council  to 
investigate  the  local  tax  situation,  as  well  as  state  fiscal  affairs, 
and  to  bring  in  suggestions  looking  to  a  more  equitable  dis- 
tribution of  the  burden  of  taxation.  That  committee  has  not 
as  yet  made  its  report,  but  there  has  been  a  tentative  conclu- 
sion that  this  state,  which  has  long  had  a  low  intangible  per- 
sonal property  tax,  has  not  yet  reached  justice  or  equity  in 
the  taxation  of  intangibles,  and  that  possibly  a  state  income 
tax  properly  apportioned  to  the  communities,  after  leaving  to 
the  state  something  above  the  cost  of  administering  the  law, 
making  it  possible  to  return  to  the  counties  the  equivalent  of 
the  former  intangible  personal  property  tax,  may  perhaps 
bring  justice  and  fairness  out  of  a  tax  system  which  is  not 
now  just  and  fair.  We  have  been  warned,  however,  that  a 
state  income  tax  means  more  taxation  machinery,  more  ad- 
ministrative officials,  and  that  we  will  be  worse  off  than  now 
if  we  attempt  that  kind  of  thing,  primarily  because  our  tax 
upon  corporations  works  fairly  smoothly  and,  as  you  all 
know,  produces  the  bulk  of  the  revenue  for  the  state.  We 
want  to  sweep  away,  because  it  is  unfair,  the  intangible  per- 
sonal property  tax,  which  may  seem  very  odd  to  some  of  you 
gentlemen.  You  remember  that.  Pennsylvania  was  the  first 
state  to  inaugurate  such  a  tax  under  modern  conditions,  and 
probably  you  have  not  heard  of  any  grave  injustice  involved 
in  it.  We  have  conceived  of  a  state  income  tax  practically  as 
a  substitute  for  that  tax,  although  our  condition  is  very  dif- 
ferent from  that  which  prevailed  in  Wisconsin  when  the  in- 
come tax  was  established  there.  I  would  like  to  have  Dr. 
Adams  or  perhaps  members  of  the  Wisconsin  Tax  Commis- 
sion, say  something  for  our  enlightenment  about  the  adapta- 
tion or  employment  of  existing  machinery  without  the  crea- 
tion of  additional  machinery  to  take  care  of  this  personal 
income  tax.-  Mr.  Corbin  has  explained  how  smoothly  it  works 
in  a  state  where  they  tax  the  incomes  of  corporations.  Can 
we  employ  governmental  machinery  in  the  states  to  economize 
and  make  efficient  the  administration  of  the  tax  on  personalty  ? 

Prop.  T.  S.  Adams  :  I  should  say,  Mr.  Holdsworth,  that  the 
income   tax,    of  necessity,    requires   the   employment   of   un- 
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usually  good  agents,  selected  under  civil  service  safeguards, 
or  in  some  equivalent  way.  This  necessity  may  constitute  a 
real  defect  of  the  income  tax.  You  must  have  good  men  to 
enforce  it.  My  own  advocacy  of  an  income  tax  in  the  state  of 
Wisconsin  was  animated  as  much  by  the  desire  of  getting  such 
men  as  it  was  by  the  desire  to  get  an  income  tax.  The  asses- 
sors who  assess  the  income  tax  in  the  state  of  Wisconsin  are 
worth  more  to  the  state  than  is  the  income  tax.  In  Wisconsin 
the  income  tax  cost  the  first  year  of  its  administration  about 
$90,000.  The  income  tax  assessors  superseded  the  county 
assessors  or  county  supervisors  of  property  assessments,  who 
had  cost  about  $54,000  under  the  old  regime.  Accordingly, 
therefore,  the  increased  expense  by  reason  of  the  income  tax 
was  only  $45,000  or  $50,000.  But  this  old  work,  which  cost 
formerly  $54,000,  is  now  performed  very  much  better.  If 
you  do  not  want  an  efficient  tax  machine  in  Pennsylvania,  I 
should  say,  don't  get  the  income  tax.  More  exactly,  if  you 
cannot  use  that  machine  in  some  such  way  as  Wisconsin  has 
used  it,  don't  get  a  personal  income  tax.  If  you  want  the 
business  income  tax,  you  can  get  it  with  no  great  complexities. 

Me.  Nils  P.  Haugen,  of  Wisconsin:  One  statement  with 
respect  to  the  cost  of  the  income  tax  in  Wisconsin.  The  in- 
come tax  cost  more  the  first  year  of  its  administration  than  it 
does  now.  They  have  reduced  the  expense  materially  below 
the  $45,000  additional  of  which  Mr.  Adams  spoke.  I  would 
say  that  the  income  tax  today  probably  costs  somewhere 
around  $35,000,  not  more  than  that. 

Mr.  William  H.  Corben  :  In  answer  to  the  gentleman  from 
Pennsylvania,  it  seems  to  me  that  they  could  enact  a  statute 
which  would  require  a  duplicate  of  the  information  given  to 
the  federal  government  to  be  made  to  the  proper  Pennsylvania 
department,  and  a  tax  levied  upon  the  net  taxable  income  of 
corporations  and  partnerships.  It  is  possible  that  our  next 
legislature  will  consider  the  extension  of  the  state  income  tax 
to  persons  and  partnerships,  using  tin-  same  information  as  is 
now  given  to  the  federal  government.  I  cannot  see  where 
there  is  any  difficulty  about  such  a  law  or  its  administration. 
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Prof.  T.  S.  Adams  :  You  would  have  to  get  a  federal  amend- 
ment.    Individual  returns  are  not  now  open. 

Mr.  William  H.  Corbin  :  They  could  pass  a  law  requiring 
the  same  information  to  be  made  to  the  state  department. 
There  is  no  law  against  that. 

Mr.  K.  K.  Kennan  :  I  am  not  favorably  impressed  with 
that  idea.  In  January  and  February  every  year  I  do  a  great 
deal  of  work  in  making  out  income  tax  returns  for  people 
and  I  am  often  called  upon  to  make  a  different  return  for  the 
government  than  I  am  for  the  state  of  Wisconsin,  because  the 
government  has  been  somewhat  more  liberal  as  to  certain  de- 
ductions than  has  the  state  of  Wisconsin.  In  my  judgment, 
the  state  of  Wisconsin  income  tax  law  is  more  thoroughly  and 
efficiently  administered  than  the  federal  law.  That  is  no  re- 
flection on  the  government  officials  at  Washington  or  in  Wis- 
consin, because  in  Wisconsin  the  two  collectors,  one  in  the 
eastern  district  and  one  in  the  western  district,  are  required 
to  do  practically  the  same  work  that  41  men — that  is,  the  41 
income  tax  assessors — do  for  the  state.  In  the  nature  of  things 
they  cannot  give  so  much  time  to  a  close  examination  of  the 
returns,  or,  at  least,  have  not  been  able  to  do  so  thus  far.  For 
example,  in  the  matter  of  losses ;  I  have  seen  large  losses  put 
into  the  return  of  the  government  and  passed  — ' '  got  away 
with  it, ' '  as  one  fellow  said  triumphantly  —  that  would  be 
thrown  out  in  an  instant  by  the  state.  In  respect  to  depre- 
ciation :  as  a  matter  of  common  practice,  and  that  is  perhaps 
a  trade  secret,  it  has  been  customary  to  put  in  the  deprecia- 
tion on  a  building  at  five  per  cent  when  making  out  the  gov- 
ernment return,  while  it  was  well  understood  that  not  over  2.5 
per  cent  would  be  allowed  in  the  state  return.  Therefore,  until 
government  returns  are  made  more  carefully  than  they  now 
are,  I  do  not  consider  them  an  infallible  or  a  very  desirable 
basis  from  which  to  reckon  the  amount  of  tax  which  should 
be  paid  as  state  income  tax.  I  think  the  members  of  the 
Wisconsin  tax  commission  or  those  who  have  been  engaged  in 
the  income  tax  work  in  Wisconsin  would  agree  with  me  that 
if  vou  are  to  have  an  income  tax  in  vour  own  state  you  should 
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yourselves  do  the  work  of  assessing  that  tax  as  well  as  attend- 
ing to  the  other  administrative  details. 

Mr.  A.  E.  James  :  It  seems  to  me  there  is  another  very  vital 
point  in  that  same  connection.  The  federal  exemption  is  alto- 
gether too  high,  and  it  is  not  going  to  be  lowered.  Congress, 
under  the  stress  of  the  greatest  financial  exigencies  it  has  had 
in  a  generation,  has  refused  to  lower  the  exemption  under  the 
federal  income  tax,  for  fear  it  would  hurt  votes.  I  think  it  is 
up  to  the  states  to  set  the  federal  government  a  square  point- 
blank  example  of  the  decent  provisions  of  an  income  tax  law, 
and  to  enforce  them  and  make  the  federal  government  come 
to  them. 

Mr.  J.  F.  Zoller,  of  New  York :  Whenever  any  subject  of 
taxation  is  presented  there  is  always  opposition  to  it,  because 
there  are  always  flaws  in  any  tax  scheme  advocated,  and  there 
are  certain  features  about  a  state  income  tax  that  are  prob- 
ably not  desirable;  and  there  are  many  states  now  who  do  not 
need  a  state  income  tax  because  they  have  a  desirable  system 
which  is  working  all  right.  But  in  other  states  the  situation 
could  be  no  worse  than  it  now  is  and  a  state  income  tax  would 
relieve  the  situation  and  could  be  worked  out  so.  as  time  went 
on.  the  situation  would  be  much  better.  1  think  that  the  state 
of  New  York  is  in  the  worst  condition  of  any  state  in  the 
Union.  That  is,  there  is  more  discrimination  there  because  of 
the  law  itself.  Therefore,  almost  any  law  for  that  state — a 
classified  personal  property  tax  or  an  income  tax — would  be 
infinitely  better  than  the  present  situation  and  would  be  a 
means  of  distributing  the  tax  burden  more  equitably  than  it 
is  being  distributed  at  the  present  time. 

The  state  of  New  York  has  had  difficulty,  on  account  of  the 
home  rule  provision  in  the  constitution,  in  regard  to  getting 
centralized  control  for  the  assessment  of  property.  We  be- 
lieved, in  making  an  investigation  there,  that  an  income  tax 
would  be  considered  by  the  court  as  a  newT  source  of  taxation 
not  contemplated  by  the  constitution,  and  that  the  state  tax 
commission,  therefore,  would  have  power  to  administer  it. 
They  have  power  to  administer  the  special  franchise  tax  upon 
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that  very  theory,  and  I  believe  it  was  the  consensus  of  opinion 
of  those  attorneys  who  studied  the  situation  that  it  would  be 
constitutional  in  New  York  for  the  tax  commission  to  administer 
a  net  income  tax.  If  we  cannot  get  centralized  control  over 
any  other  kind  of  tax  in  New  York  but  can  get  it  over  an  in- 
come tax,  it  seems  to  me  that  a  net  income  tax  would  be  an  im- 
provement over  the  conditions  that  exist  there.  Other  schemes 
have  been  or  will  be  presented  in  the  state  of  New  York  that 
are  probably  just  as  desirable  as  an  income  tax.  Something 
ought  to  be  done  in  that  state.  Whenever  a  case  is  presented 
where  an  income  tax  or  any  other  kind  of  tax  is  going  to  make 
the  situation  better,  it  seems  to  me  we  can  all  afford  to  overlook 
some  of  the  things  in  that  particular  law  which  are  not  as  de- 
sirable as  they  ought  to  be.  Here  is  another  thing:  Some- 
times after  a  law  is  enacted  certain  attorneys,  certain  corpora- 
tions, and  certain  individuals  spend  a  great  deal  of  time 
trying  to  find  some  constitutional  objection,  and  spend  more 
money  in  defeating  the  act  than  the  tax  under  it  amounts  to 
for  a  long  time.  Very  often  the  result  is  the  overthrow  of  that 
particular  law  and  then  another  law  infinitely  worse. 

It  seems  to  me  what  you  ought  to  have  is  co-operation  upon 
the  part  of  the  taxpayer  as  well  as  upon  the  part  of  the  ad- 
ministrator. 

Prof.  T.  S.  Adams:  I  would  like  to  have  those  remarks 
framed  as  coming  from  the  representative  of  the  General 
Electric  Company. 

Mr.  Lawson  Purdy,  of  New  York :  Just  in  order  that  it 
may  not  appear  that  all  in  New  York  agree  with  Mr.  Zoller, 
I  would  like  to  go  on  record  that  there  are  a  good  many  people 
in  New  York  who  think  we  are  better  off  there  than  in  nearly 
any  other  state  in  the  Union. 

Mr.  Charles  J.  Tobin  :  I  will  have  to  differ  with  Mr.  Zoller, 
unless  he  is  willing  to  agree  that  some  of  the  items  of  personal 
property  that  are  now  exempt  shall  be  brought  in  under  an 
income  tax.  It  is  proper  for  an  income  tax  to  include  those 
classes  of  personal  property  that  have  at  no  time  paid  any  tax. 
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We  have  the  serious  question  as  to  whether  the  classes  of  per- 
sonal property  made  exempt  under  special  acts  shall  be  in- 
cluded or  brought  in  under  the  proposed  income  tax.  The 
big  issue  of  income  taxation  in  New  York  is  whether  it  will 
bring  about  the  needed  reforms.  The  tax  system  of  New 
York,  built  on  laws  enacted  for  revenue  only,  needs  drastic 
but  slow  changes,  more  particularly  not  to  continue  the  pres- 
ent unfair  and  inadequate  system. 

Chairman  Howard  :  Gentlemen  of  the  conference,  you  will 
remember  I  stated  this  morning  that  I  had  made  up  my  mind 
to  say  a  little  upon  the  matter  of  public  expenditures.  I  am 
going  to  take  that  advantage  at  this  time  and  trust  to  Chair- 
man Pomeroy,  hoping  that  lie  will  be  a  little  liberal  in  looking 
at  the  watch. 

I  love  the  National  Tax  Conference.  I  believe  that  in  the 
years  to  come  the  people  of  this  country  will  be  building 
monuments  to  Allen  Ripley  Foote  and  his  associates  who 
formed  and  have  carried  forward  this  conference.  I  can 
speak  and  make  suggestions  because  I  come  from  a  state  that 
is  a  living,  live,  throbbing  being  which  has  benefited  by  this 
association,  so  what  I  am  going  to  say  or  the  suggestions  I  am 
going  to  make  will  not,  1  hope,  be  taken  as  a  criticism.  What 
1  want  to  speak  about  is  the  attitude  of  the  taxpayers'  asso- 
ciation to  public  expenditures.  Had  I  been  put  on  the  pro- 
gram to  reply  to  that  and  not  wished  to  take  up  much  of  your 
time,  I  should  have  said  that  if  the  members  of  the  taxpayers' 
associations  of  this  country,  or  the  people  of  this  country, 
stopped  to  give  one  moment's  thought  to  the  public  expendi- 
ture of  money,  what  they  would  say  about  it  would  not  look 
well  in  print  and  we  could  not  repeat  it  in  front  of  our  wives, 
our  mothers,  and  our  sweethearts.  Why  do  I  say  that?  Be- 
cause I  have  made  an  analysis  of  public  expenditures  under 
certain  conditions.  This  association  has  done  a  great  work. 
But  it  does  not  make  any  difference  whether  the  highwayman 
who  takes  away  your  money  in  a  hold-up  does  it  with  a  pol- 
ished revolver  or  a  loaded  slingshot.  I  do  not  say  that  the 
taxpayers  of  this  country  have  been  robbed,  but  I  want  to 
give  you  an  illustration  or  two,  thousands  of  which  could  be 
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given.  I  recently  made  an  analysis  of  the  conditions  in  a 
certain  state  in  this  union  and  I  found  that  over  1,100  men  in 
that  state  were  doing  the  same  kind  of  work  on  different  pay- 
rolls. I  found  that  they  had  in  that  state  a  city  health  de- 
partment, a  county  health  department,  a  state  health  depart- 
ment, and  a  national  health  department,  with  the  result  that 
after  we  had  obeyed  all  their  orders  the  only  fellow  who  was 
successful  in  his  line  of  business  as  to  health  was  the  under- 
taker. 

Then  I  found  in  that  state,  which  is  below  the  quarantine 
line,  that  we  had  decided  it  was  necessary  to  protect  the  cattle. 
At  any  rate,  I  found  this  condition  to  exist.  I  found  over 
60  inspectors  traveling  about  that  state  representing  the  state, 
at  $100  a  month  and  expense  account,  enforcing  the  quaran- 
tine laws.  Then  I  found  over  70  inspectors  representing  the 
national  government  traveling  about  that  state,  with  a  like 
salary  and  like  expense  accounts,  enforcing  the  quarantine 
laws.  I  found  these  duplications  all  the  way  through.  I 
found  another  thing  relating  to  the  income  tax  in  our  state. 
We  asked  the  national  government  to  enact  a  law  that  would 
give  to  us  a  list  of  those  paying  an  income  tax  to  the  govern- 
ment, so  we  could  more  economically  facilitate  our  collections. 
Mr.  Zoller  told  me  that  law  went  into  the  waste  basket.  I  do 
not  know  why,  unless  it  was  that  down  there  in  my  state  they 
have  men  receiving  $11  a  day  and  expenses  to  find  out  who  is 
amenable  to  the  income  tax  law;  and  then  as  a  state  officer  I 
pay  others  the  same  salary  to  look  up  the  same  facts.  I  could 
enumerate  from  now  on  until  doomsday  such  conditions,  and 
so  I  have  been  wondering  if  while  we  are  scientifically  taxing 
a  man  we  could  not  scientifically  spend  his  money.  It  has 
occurred  to  me  that  the  legislature  supply  a  remedy,  but  I 
found  that  the  average  legislator  may  have  a  man  working  in 
one  of  these  duplicate  departments,  or  he  has  a  state  institu- 
tion in  his  district  and  cannot  say  much,  so  as  to  state  expen- 
ditures we  got  little  relief  along  that  line.  Then  I  thought  as 
to  national  expenditures  that  perhaps  our  representatives  in 
Congress  might  do  something;  but  I  found  that  they  have 
many  constituents  and  that  about  the  only  use  they  are,  so 
far  as  the  state  is  concerned,  is  to  get  home  at  campaign  time. 


432  NATIONAL  TAX  ASSOCIATION 

and  get  re-elected  to  Congress.  I  found  that  the  only  use  of 
the  United  States  senators  was  to  repeat  the  actions  of  these 
congressmen,  get  us  into  a  fight  over  the  postoffice,  and  attempt 
to  make  themselves  national  characters. 

My  remedy  for  these  matters  is  this,  following  the  sugges- 
tions of  our  friend  Mr.  Howe,  a  man  whom  I  know  is  inter- 
ested in  the  people ;  that  if  this  conference  can  broaden  out 
and  take  up,  along  with  scientific  taxation,  scientific  expendi- 
tures we  might  accomplish  some  good.  I  want  to  suggest  that 
to  the  conference.  As  to  the  increase  of  expenditures,  let  me 
illustrate :  When  I  was  a  boy  in  Kentucky,  if  you  had  come 
down  to  that  country  and  said  you  were  going  to  teach  manual 
training,  the  old  town  carpenter  would  have  taken  a  hand  axe 
and  run  you  out  of  town.  If  you  had  come  into  that  little 
town  and  said  3011  were  going  to  teach  the  girls  how  to  sew 
and  how  to  cook,  the  grandmothers  would  have  looked  over 
their  specs  at  you  and  never  darned  a  sock  for  you  as  long  as 
you  stayed  there.  Those  things  are  right;  I  am  glad  they 
have  come,  but  how  far  are  they  going?  How  far  will  the 
idealist  and  enthusiast  in  these  special  lines  carry  them? 
There  must  come  a  day  in  every  state  in  the  Union  when  a 
brake,  so  to  speak,  must  be  put  on.  Where  are  you  going  to 
put  them  on  ?  I  say  to  you  that  the  record  of  this  conference 
is  such  in  taxation  matters  that  it  can  help  put  on  the  brakes 
in  matters  of  expenditure,  if  your  constitution  will  permit  it. 
If  not,  I  suggest  to  you  that  there  must  be  another  Allen 
Ripley  Foote  rise  to  the  emergency  and  organize  in  the  United 
States  a  conference  looking  to  the  economical  and  honest  ex- 
penditure of  public  money. 
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Mr.  Nils  P.  Haugen  :  The  Committee  on  Resolutions  has 
had  under  consideration  the  resolutions  referred  to  it  and  has 
reported  back.  I  will  read  the  first  resolution  reported  back 
by  the  committee : 

Resolved,  That  this  conference  recommend  to  the  National 
Tax  Association  that  the  association  co-operate  with  all  re- 
sponsible organizations  interested  in  promoting  economy  and 
efficiency  in  government,  and  with  all  organizations  engaged 
in  promoting  uniformity  of  state  laws. 

Resolved,  That  this  conference  recommend  to  the  National 
Tax  Association  that  the  officers  and  executive  committee  of 
the  association  provide  for  the  compilation,  publication,  and 
distribution  of  a  thorough-going  manual  of  assessment,  with 
especial  reference  to  the  needs  of  minor  civic  divisions  such  as 
villages  and  towns,  distribution  to  be  free  to  all  public  offi- 
cials. 

Resolved,  That  we  favor  the  establishment  of  closer  rela- 
tions with  all  business,  trade,  agricultural,  civic,  local  im- 
provement, and  like  organizations  throughout  the  country  for 
the  promotion  of  a  more  general  interest  in  all  problems  of 
taxation.  To  this  end  we  hereby  recommend  that  the  officers 
and  executive  committee  provide  in  their  discretion  for  such 
headquarters  staff  as  may  be  practicable  and  needful  for  the 
extension  of  the  work  of  the  association  in  this  direction. 

[Resolutions  voted.] 

Mr.  Nils  P.  Haugen  :   Here  is  the  next  resolution : 

Resolved,  That  this  conference  commend  the  Bulletin  pub- 
lished by  the  association  during  the  past  year  and  express 
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its  appreciation  of  the  services  rendered  by  Prof.  Adams  and 
the  Editorial  Board. 

[Resolution  voted.] 

Mr.  Nils  P.  Haugen  :  The  third  resolution  recommended : 

Resolved,  That  this  conference  recommend  to  the  National 
Tax  Association  the  appointment  of  a  committee  to  consider 
the  subject  of  federal  taxation  of  inheritances  and  report  to 
the  next  conference. 

[Resolution  voted.] 

Mr.  Nils  P.  Haugen  :  The  next : 

Resolved,  That  this  conference  recommend  to  the  National 
Tax  Association  the  appointment  of  a  committee  to  prepare  a 
plan  of  a  model  system  of  state  and  local  taxation  and  to  re- 
port to  the  next  conference. 

[Resolution  voted.] 

Mr.  Nils  P.  Haugen  :   Here  is  another : 

Recognizing  with  a  deep  sense  of  gratitude  the  obligations 
to  the  many  individuals  and  associations  who  have  combined 
to  bring  about  the  success  of  this  conference,  we  desire  to  ex- 
press our  thanks  by  formal  resolution ;  therefore  be  it 

Resolved,  That  we  extend  our  sincere  thanks  to  the  follow- 
ing organizations  and  persons,  namely : 

The  Governor  of  the  State  of  Indiana,  for  his  hearty  co- 
operation in  extending  invitations  to  the  delegates  and  his  in- 
terest in  the  work  of  the  conference ; 

The  members  of  the  State  Board  of  Tax  Commissioners  of 
the  State  of  Indiana,  for  their  valuable  aid  in  facilitating  the 
work  of  this  conference,  and  especially  the  Honorable  James 
A.  Houck,  a  member  of  that  board,  for  his  constant  and  effec- 
tive services  on  behalf  of  this  association  ; 

Mayor  Joseph  Bell  and  associates  on  the  Indianapolis  Com- 
mittee of  Arrangements ; 
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Mr.  E.  H.  Woleott,  of  Indianapolis; 

The  Ladies  Reception  Committee,  Mrs.  and  Miss  Houck  in 
charge ; 

The  citizens  of  the  city  of  Indianapolis  and  of  the  state  of 
Indiana,  generally; 

The  Chamber  of  Commerce,  The  Indiana  Bankers'  Associa- 
tion, Board  of  Trade,  Merchants'  Association,  Stock  Exchange, 
and  Clearing  House  Association  of  the  city  of  Indianapolis ; 

Henry  W.  Lawrence,  manager  of  the  Hotel  Claypool,  and 
his  staff,  for  the  exceptionally  comfortable  and  convenient 
quarters  furnished,  with  their  compliments ; 

The  Associated  Press,  United  International  News  Service, 
and  the  press  of  Indianapolis  for  their  interest  and  co- 
operation. 

[Resolution  voted.] 
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CONSTITUTION  OF  THE  NATIONAL   TAX  ASSOCIATION 

As  amended  at    its  Seventh   Annual  Meeting,  October  25,  1913,  and  at 
its  Ninth  Annual  Meeting,  August  13,  1915 

ARTICLE  I 

NAME   AND   OBJECTS 

Section  1.  The  name  of  this  association  shall  bo  "National  Tax 
Association. ' ' 

Sec.  2.  Its  objects  shall  be  to  formulate  and  announce,  through  the 
deliberately  expressed  opinion  of  an  annual  conference,  the  best  informed 
economic  thought  and  ripest  administrative  experience  available  for  the 
correct  guidance  of  public  opinion,  legislative  and  administrative  action  on 
all  questions  pertaining  to  taxation,  and  to  interstate  comity  in  taxation. 

ARTICLE  II 

MEMBERSHIP 

Section  1.  Any  person  in  sympathy  with  the  objects  of  the  associa- 
tion shall  be  eligible  to  membership.  All  memberships  shall  be  con- 
tinuing and  the  dues  therefor  shall  be  paid  annually  unless  the  member- 
ship is  discontinued  by  reason  of  death,  resignation  or  non-payment  of 
dues. 

Sec.  2.  The  annual  membership  dues  shall  be  five  dollars,  and  shall 
be  payable  in  advance,  on  the  date  of  the  application  for  membership, 
and  annually  thereafter.  Any  member  who  shall  fail  to  pay  his  dues 
within  one  year  from  the  date  when  payable  shall  be  dropped  from 
membership  on  account  of  such  non-payment. 

Sec.  3.  All  members  not  in  arrears  for  annual  dues  shall  be  entitled 
to  receive,  without  charge,  one  copy  of  the  proceedings  of  the  annual 
conference  for  the  current  year,  and  one  copy  of  such  reports,  bulletins, 
pamphlets,  and  documents  as  may  be  issued  by  the  association  from  time 
to  time  for  general  circulation. 

ARTICLE  III 

ANNUAL   CONFERENCE 

Section  1.  An  annual  national  conference  on  taxation  shall  be  held 
under  the  auspices  of  this  association  during  the  month  of  September 
in  each  year,  or  at  such  time  and  place  as  its  executive  committee  may 
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determine.  The  details  of  each  conference  shall  be  arranged  by  the 
executive  committee  in  co-operation  with  such  special  and  standing  com- 
mittees as  may  be  created  by  this  association  at  its  annual  meetings  for 
such  purpose. 

Sec.  2.  The  administrative  personnel  of  each  annual  conference  shall 
be  composed  of  three  delegates  appointed  by  the  governor  of  each  state, 
and  public  officials  holding  legislative  or  administrative  positions  charged 
with  the  duty  of  investigating,  legislating  upon,  or  administering  tax 
laws. 

Sec.  3.  The  educational  personnel  of  each  annual  conference  shall  be 
composed  of  persons  identified  with  universities  and  colleges  that  main- 
tain a  special  course  in  public  finance,  or  at  which  that  subject  receives 
special  attention  in  a  general  course  of  economics;  members  of  the  pro- 
fession of  certified  public  accountants;  and  public  men,  editors,  writers 
and  speakers  who  hold  no  educational  or  official  position  but  who  have 
developed  a  special  interest  in  the  subject  of  taxation. 

Sec.  4.  The  voting  power  in  each  conference  upon  any  question  in- 
volving an  official  expression  of  the  opinion  of  the  conference  shall  be 
vested  in  delegates  appointed  by  governors  of  states,  universities  and 
colleges,  or  institutions  for  higher  education,  and  state  associations  of 
certified  public  accountants,  each  of  whom  shall  have  one  vote. 

Sec.  5.     Voting  by  proxy  shall  not  be  allowed. 

Sec.  G.  No  member  of  this  association  shall  have  the  right  to  vote  in 
any  annual  conference  by  virtue  of  such  membership. 

Sec.  7.  The  last  session  of  each  annual  conference,  or  so  much  of  it 
as  may  be  necessary,  shall  be  devoted  to  the  consideration  of  the  report 
of  the  conference  committee  on  resolutions  and  conclusions.  The  report 
of  this  committee,  as  adopted  by  the  conference,  shall  be  its  official  ex- 
pression of  opinion,  and  it  shall  not  be  held  to  have  endorsed  any  other 
expression  of  opinion  by  whomever  made.  The  voting  power  of  the 
conference  upon  an  official  expression  of  its  opinion  is  limited  with  the 
purpose  of  safeguarding  the  conference  from  the  possibility  of  having  its 
expression  of  opinion  influenced  by  any  class  interest;  or  consid  ration 
for  those  who  devote  their  time  to  the  work  or  management  of  this  asso- 
ciation; or  favor  for  those  who  contribute  money  for  its  support.  The 
annual  conference  will  be  the  means  used  by  the  association  for  carrying 
into  practical  effect  its  purpose  to  secure  an  expression  of  opinion  that 
will  formulate  and  announce  the  best  informed  economic  thought  and 
ripest  administrative  experience  available,  for  the  correct  guidance  of 
public  opinion,  legislative  and  administrative  action  on  all  questions  per- 
taining to  taxation,  and  to  interstate  comity  in  taxation. 

Sec.  8.  Organization  of  the  Conference.  The  temporary  and  perma- 
nent chairman;  secretary  and  official  stenographer;  address  of  welcome 
and  response  to  the  same;  meeting  place,  accommodations  for  delegates, 
and  all  necessary  preliminary  details  for  each  conference;  and  also  the 
program  of  papers  and  discussions,  shall  be  arranged  for  the  conference 
bv  the  executive  committee  of  this  association.     All  other  details  of  the 
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organization  and  work  of  the  conference  shall  be  arranged  by  the  dele- 
gates present  in  such  manner  as  they  may  from  time  to  time  decide. 


ARTICLE  IV 

ANNUAIi   AND   SPECIAL   MEETINGS   OF   THE   ASSOCIATION 

Section  1.  The  annual  meeting  of  the  association  shall  be  held  in 
connection  with  the  annual  conference  and  at  such  time  as  the  executivo 
committee  may  determine.  Sixty  days '  notice  shall  be  given  to  all  mem- 
bers of  the  time  and  place  at  which  such  annual  meeting  is  to  be  held. 

Sec.  2.  Special  meetings  of  this  association  may  be  held  at  any  time 
and  place,  when  called  by  its  executive  committee.  At  least  thirty  days' 
notice  shall  be  given  to  all  members  of  each  special  meeting,  which  notice 
shall  specify  the  purpose  for  which  the  meeting  is  called,  and  no  business 
shall  be  transacted  at  such  meeting  other  than  that  specified  in  the  call. 

Sec.  3.  A  majority  of  all  members  present  at  any  annual  or  special 
meeting  of  this  association  shall  constitute  a  quorum  for  the  transaction 
of  business,  but  such  quorum  shall  at  no  time  be  less  than  fifteen,  and 
whenever  the  attendance  of  members  and  delegates  exceeds  one  hundred, 
twenty-five  shall  constitute  a  quorum. 


ARTICLE  V 

OFFICERS  AND  EXECUTIVE   COMMITTEE 

Section  1.  The  affairs  of  this  association  shall  be  administered  by  a 
president,  a  vice-president,  a  secretary,  a  treasurer,  and  an  executive  com- 
mittee consisting  of  the  president,  vice-president,  secretary,  treasurer, 
and  nine  additional  members  to  be  elected  by  the  association  at  it3  annual 
meetings  and  to  hold  office  until  their  successors  are  duly  elected.  In 
the  discretion  of  the  association  the  same  person  may  serve  both  as  secre- 
tary and  treasurer.  The  ex-presidents  at  their  option  may  become  ex 
officio  members  of  the  executive  committee,  and  two  honorary  members 
of  the  executive  committee  may  be  elected  annually  representing  the 
Dominion  of  Canada. 

Sec.  2.  Officers  shall  be  elected  for  terms  of  one  year  and  shall  be 
eligible  for  re-election.  Three  active  members  of  the  executive  com- 
mittee shall  be  elected  each  year  for  terms  of  three  years  each,  except 
that  at  the  first  election  following  the  adoption  of  this  amendment  three 
such  members  shall  be  elected  for  terms  of  three  years,  three  for  terms 
of  two  years  and  three  for  terms  of  one  year  each.  After  the  election 
in  1915  no  such  member  of  the  executive  committee  shall  be  re-elected  to 
succeed  himself  thereon. 

Sec.  3.  A  vacancy  in  any  office  or  in  the  membership  of  the  executive 
committee  or  of  any  standing  committee  may  be  filled  by  the  executive 
committee  for  the  unexpired  term. 
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ARTICLE  VI 

DUTIES  OF  OFFICERS   AND   COMMITTEES 

Section  1.  The  officers  of  this  association  shall  perform  the  custom- 
ary duties  of  their  respective  offices,  and  such  other  duties  as  may  be 
assigned  to  or  required  of  them  from  time  to  time  by  its  executive  com- 
mittee, or  by  the  association. 

Sec.  2.  When  compensation  is  paid  to  auy  officer  of  this  association, 
■the  amount  thereof  shall  be  fixed  by  the  executive  committee,  and  pay- 
ment shall  be  made  only  as  authorized  by  that  committee. 

Sec.  3.  The  Executive  Committee  shall  have  power  to  appoint  addi- 
tional officers,  heads  of  departments,  and  agents,  from  time  to  time,  pre- 
scribe their  duties,  fix  their  term  of  office,  and  their  compensations,  and 
also  to  appoint  standing  or  special  committees  and  prescribe  their  powers 
and  duties.  All  committees  appointed  by  the  executive  committee  shall 
report  to  that  committee. 

Sec.  4.  The  Executive  Committee  and  all  standing  committees  created 
by  this  association  shall  perform  such  general  and  special  duties  as  may 
be  assigned  to  them  by  the  association. 

Sec.  5.  Such  Standing  and  Special  Committees  may  be  created  from 
time  to  time  by  this  association  as  may  be  deemed  necessary  for  the 
efficient  promotion  of  the  work  being  undertaken.  All  committees  ap- 
pointed  by  the  association  shall  report  to  the  association. 

ARTICLE  VII 

FINANCIAL   MANAGEMENT 

Section  1.  This  Association,  its  executive  committee,  or  any  of  its 
officers,  agents,  or  employees,  shall  have  no  power  to  contract  a  debt,  or 
liability  of  any  kind,  for  which  the  association  or  its  members  collec- 
tively or  individually  can  be  held  responsible,  in  excess  of  the  amount 
of  its  funds  available  for  the  payment  of  the  same. 

Sec.  2.  The  fiscal  year  of  the  association  shall  begin  with  the  first 
day  of  the  month  of  July  and  end  with  the  last  day  of  the  month  of 
June  in  each  year. 

Sec.  3.  The  accounts  of  the  Association  for  each  fiscal  year  shall  be 
closed  on  the  30th  day  of  June  in  each  year.  They  shall  be  audited  by 
a  chartered  or  certified  public  accountant,  who  shall  certify  to  the  cor- 
rectness of  the  financial  reports  submitted  to  the  association  in  its  an- 
nual meeting, 

ARTICLE  VIII 

GENERAL    OFFICES    AND   LIBRARY 

Section  1.  The  offices  and  library  of  this  association  shall  be  estab- 
lished and  maintained  at  such  place  or  places  as  may  lie  determined  by 
its  executive  committee. 
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Sec.  2.  This  Association  shall  accumulate  and  properly  index,  as 
rapidly  as  its  funds  will  permit,  a  reference  and  circulating  library  which 
shall  contain  one  or  more  copies  of  every  useful  leaflet,  pamphlet,  ad- 
dress, document,  and  book  on  the  subject  of  taxation.  As  far  as  is  pos- 
sible with  the  funds  available  for  the  purpose,  this  library  shall  be  kept 
continuously  written  up  to  date  and  indexed  so  as  to  enable  its  custodian 
to  supply  on  application  correct  and  full  reference  to  all  author i< 
any  phase  of  the  subject  of  taxation,  the  decisions  of  courts,  the  statis- 
tical results  of  taxation  laws  and  of  changes  made  in  such  laws  from 
time  to  time. 

Sec.  3.  The  services  of  this  library  shall  be  without  charge  to  all 
members  of  this  association  and  to  all  legislative,  executive,  and  judicial 
officers  of  states  and  of  their  political  subdivisions,  and  to  every  person 
desiring  to  study,  discuss  or  speak  upon  any  feature  of  the  subject  of 
taxation. 

ARTICLE  IX 

PROCEEDINGS   AND   PUBLICATION 

Section  1.  At  each  annual  meeting  the  association  shall  elect,  or 
authorize  its  president  to  appoint,  a  standing  publication  committee, 
under  whose  supervision  a  full  report  of  the  proceedings  of  the  annual 
conference  last  held  shall  be  edited  and  published.  This  committee  shall 
also  edit  and  supervise  the  publication  of  all  reports,  pamphlets,  and 
literature  in  other  forms  issued  by  this  association. 

Sec.  2.  The  Executive  Committee  shall  authorize  the  terms  of  sale 
or  of  distribution  of  all  publications  issued  by  this  association. 

ARTICLE  X 

BY-LAWS 

Section  1.  The  Executive  Committee  is  authorized  to  formulate, 
adopt,  and  from  time  to  time  amend,  such  by-laws  as  it  may  deem  neces- 
sary for  the  good  government  of  the  affairs  of  this  association,  and  of 
the  official  conduct  of  its  officers  and  committees. 

ARTICLE  XI 

AMENDMENTS 

Section  1.  This  Constitution  may  be  amended  at  any  annual  or 
special  meeting  of  this  association  by  a  two-thirds  vote  of  all  members 
present ;  provided,  the  full  text  of  the  amendment  shall  have  been  sub- 
mitted to  the  membership  by  the  executive  committee  or  by  the  member 
or  members  proposing  the  same,  at  least  thirty  days  before  the  date  of 
the  meeting-  at  which  such  proposed  amendment  is  acted  upon. 
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DELEGATES  TO  THE  TENTH  ANNUAL  CONFESENCE 

D.S — State  Delegates. 

D.C — College  Delegates. 

D.A — Accountant  Delegates. 

*  indicates  those  in  attendance. 

m  indicates  member  of  National  Tax  Association. 

Alabama: 

*  T.  "W.  Sims,  D.S.,  Chairman  State  Board  of  Equalization,  Mont- 

gomery. 

*  B.  W.   Strasburger,   D.S.,   State  Board   of  Equalization,   Mont- 

gomery. 

*  H.  F.  Lee,  D.S.,  Secy.  State  Board  of  Equalization,  Montgomery. 

*  F.  C.  Marquis,  D.S.,  Montgomery. 

*  T.  J.  McCable,  Mayor,  Dora. 

*  L.  K.  Steiner,  Birmingham. 

m*  W.  E.  Loyd,  Alabama  Power  Company,  Birmingham. 

*  P.  H.  Harris,  Birmingham. 

Arkansas: 

m*  G.  Vaughan,  D.S.,  Little  Rock. 

m*  E.  G.  Xourse,  D.C,  Professor,  University  of  Arkansas,  Fayette- 
ville. 

California: 

m*  J.  Mitchell,  D.S.,  Member  State  Board  of  Equalization,  Oakland, 
m*  E.  A.  DeCamp,  Los  Angeles. 

Colorado: 

m*  J.  B.  Phillips,  D.S.,  Chairman  Colorado  Tax  Commission,  Denver, 
m*  C.  P.  Link,  D.S.,  Member  Colorado  Tax  Commission,  Denver, 
m*  E.  B.  Morgan,  D.S.,  Member  Colorado  Tax  Commission,  Denver. 
m*  S.  E.  Hamer,  D.S.,  Denver. 

W.  V.  Hodges,  D.S.,  Denver, 
m*  N.  S.  Walpole,  D.S.,  Pueblo, 
m*  N.  Wagner,  Denver. 
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Connecticut: 

m*  W.  H.  Corbin,  D.S.,  State  Tax  Commissioner,  Hartford, 
m*  F.  E.  Fairchild,  D.S.,  D.C.,  Professor,  Yale  University,  New  Haven. 
m*  T.  S.  Adams,  D.S.,  Professor,  Yale  University,  New  Haven, 
m*  G.  P.  Miller,  D.S.,  Bridgeport. 


Delaware: 

*  F.  I.  DuPont,  D.S.,  Wilmington. 


Georgia: 

m*  O.  B.  Mitchell,  D.S.,  Southern  Bell  Tel.  &  Tel.  Co.,  Atlanta. 

m*  F.  Houser,  D.S.,  Atlanta. 
m  J.  C.  Hart,  D.S.,  Atlanta. 

Idaho: 

m  H.  T.  Lewis,  D.S.,  Moscow. 
J.  J.  Day,  D.S.,  Moscow. 
G.  "W.  Suppiger,  D.S.,  Moscow. 

F.  A.  David,  D.S.,  Moscow. 
E.  Noble,  D.S.,  Boise. 

C.  A.  Barton,  D.S.,  Boise. 

G.  Atwater,  D.S.,  Meriden. 
G.  A.  North,  D.S.,  Pocatello. 
T.  L.  Glenn,  D.S.,  Montpelier. 
T.  J.  Skinner,  D.S.,  Midvale. 
E.  M.  Davis,  D.S.,  St.  Maries. 
O.  J.  Brennan,  D.S.,  Shoshone. 

B.  F.  Flint,  D.S.,  Sweetwater. 

C.  E.  Wailes,  D.S.,  Sandpoint. 
S.  N.  Morris,  D.S.,  Eockland. 
H.  A.  Stroud,  D.S.,  Richfield. 

C.  Jensen,  D.S.,  Eexburg. 
M.  Sommer,  D.S.,  Weiser. 
Rev.  T.  Johns,  D.S.,  Mackay. 

D.  S.  Dent,  D.S.,  Lewiston. 
Judge  Needham,  D.S.,  Lewiston. 
F.  K.  Bressler,  D.S.,  Genesee. 
J.  A.  Shotavell,  D.S.,  Gooding. 
F.  McGrane,  D.S.,  Grangeville. 

E.  Monson,  D.S.,  Franklin. 
J.  D.  Abel,  D.S.,  Filer. 

H.  Keuther,  D.S.,  Ferdinand. 
Miss  P.  H.  McClurg,  D.S.,  Eagle. 
J.  C.  Dewey,  D.S.,  Emmett. 
L.  N.  Lewis,  D.S.,  Pocatello. 
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Illinois: 

C.  W.  Secord,  D.S.,  Chicago. 

D.  F.  Sullivan,  D.S.,  Chicago. 
J.  J.  Viterna,  D.S.,  Chicago. 
F.  P.  Duffy,  D.S.,  Chicago. 

W.  H.  Malone,  D.S.,  Park  Eidge. 
J.  Bushkevticz,  D.S.,  Chicago. 
A.  Donoghue,  D.S.,  Chicago. 
H.  T.  Nightingale,  D.S.,  Evanston. 

F.  H.  Ackemann,  D.S.,  Elgin. 

G.  C.  Tallerday,  D.S.,  Belvidere. 
I.  N.  Evans,  D.S.,  Milledgeville. 
J.  Day,  D.S.,  Moline. 

J.  B.  Albright,  D.S.,  Quincy. 

C.  J.  Skagga,  D.S.,  Pekin. 
W.  E.  Baker,  D.S.,  Pontiac. 
F.  P.  Martin,  D.S.,  Watseka. 
M.  Watson,  D.S.,  Arthur. 

L.  D.  Hirsheimer,  D.S.,  Pittsfield. 

A.  W.  Cratvford,  D.S.,  Hillsboro. 

C  Becker,  D.S.,  Freeburg. 

H.  GREGORV  Goetzman,  D.S.,  Shawneetown. 

A.  L.  Cline,  D.S.,  Marion. 
m*  D.  Sutherland,  D.S.,  Civic  Federation  of  Chicago,  Chicago. 
m  J.  J.  Brady.  D.S..  Auditor  of  Public  Accounts,  Springfield, 
m  F.  P.  Crandon,  D.S.,  Chicago. 

D.  Kinley,  D.S..  Professor,  University  of  Illinois,  Urbana. 
I\  McGovern,  D.S.,  Chicago. 

J.  Spaulding,  D.S.,  Springfield. 

W.  I.  Manny,  D.S.,  Mt.  Sterling. 

C.  J.  Murphy,  D.S.,  Chicago, 
m*  H.  Secrist,  D.C.,  Professor,  Northwestern  University,  Evanston. 
m*W.  L.  Tarbet,  Illinois  Central  B.  E.  Co.,  Chicago, 
m*  H.  A.  MHiLis,  Professor,  University  of  Chicago,  Chicago, 
m*  T.  A.  Polleys,  Chic.  &  X.  W.  Ey.  Co.,  Chicago, 
m*  H.  W.  Paddock,  Central  Union  Tel.  Co.,  Chicago. 
in*  M.  F.  Looby,  Chicago  Tel.  Co.,  Chicago. 

*  H.  S.  Allen,  Illinois  Taxpayers '  Alliance.  Chicago, 
m*  E.  B.  Cushing,  Chicago. 

Indiana: 

*  G.  A.  Smith,  Indianapolis. 

m*  W.  A.  Eawles,  D.C.,  Professor,  Indiana  University,  Bloomington. 

*  F.  A.  Sims,  D.S.,  Indianapolis. 

m*  T.  D.  Scales,  D.S.,  State  Board  of  Tax  Com  'rs,  Indianapolis, 
m*  J.  A.  Houck,  D.S.,  State  Board  of  Tax  Com  'rs,  Indianapolis. 

*  J.  W.  Putnam,  D.C.,  Professor,  Butler  College,  Indianapolis. 
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*  N.  M.  Taylor,  Indianapolis. 

*  W.  H.  Hart,  D.S.,  State  Board  of  Tax  Com 're,  Indianapolis. 

*  W.  T.  Patten,  Indianapolis. 

m*  P.  M.  Martin,  Xew  York  Central  E.  E..   Inilianapolis. 

*  R.  F.  Lockridge,  Indianapolis. 

*  A.  H.  Lockridge,  Green  Castle. 

*  E.  H.  Borchers,  Indianapolis. 

*  W.  C.  Bash,  Indianapolis. 

*  G.  H.  Cooper,  Greenfield. 

*  A.  J.  Strawson,  D.C.,  Northwestern  University.   Indianapolis. 

*  U.  McMurtrie,  Marion. 

m*  C.  N.  Williams,  Indianapolis, 
m*  W.  A.  Wood,  Indianapolis. 

*  J.  F.  White,  Indianapolis. 
m*  E.  H.  Wolcott,  Indianapolis. 

*  J.  Metsker,  Williamsport. 

*  E.  Bullock,  Indianapolis. 

*  A.  D.  Sullivan,  Franklin. 

*  J.  H.  Hinkle,  Delphi. 

*  0.  E.  Pond,  Indianapolis. 

*  J.  C.  McCloskey,  Indianapolis. 

*  W.  L.  Elder,  Indianapolis. 

*  L.  W.  Duffey,  Indianapolis. 

*  E.  H.  Xeal,  Indianapolis. 

*  D.  W.  Hufford,  Indianapolis. 

*  J.  P.  Dunn,  Indianapolis. 

m*  F.  F.  Stockton,  D.C.,  Professor,  Indiana  University,  Bloomington. 

*  E.  Sahm,  Indianapolis. 

Iowa: 

m*  A.  H.  Davison,  D.S.,  Sec  'y  State  Executive  Council,  Des  Moines. 
J.  W.  Foster,  D.S.,  Guthrie  Center. 

A.  V.  Proudfoot,  D.S.,  Indianola. 
W.  G.  Haskell,  D.S.,  Cedar  Rapids. 

m*  J.  B.  Weaver,  D.S.,  Des  Moines. 
J.  W.  Sullivan,  D.S.,  Algona. 

F.  P.  Hageaiann,  D.S.,  Waverly. 
E.  P.  Farr,  D.S.,  Sioux  City. 

G.  L.  Caswell,  D.S.,  Denison. 

J.  B.  SuLLrvAN,  D.S.,  Des  Moines. 

B.  W.  Xewberry,  D.S.,  Strawberry  Point. 

m*  J.  E.  Brindley,  D.C.  Professor.  Iowa  State  College,  Ames.* 

*  F.  S.  Shaw,  Auditor  of  State,  Des  Moines. 

Kansas: 

m*  S.  T.  Howe,  D.S.,  Chairman  State  Tax  Commission,  Topeka. 
m*  H.  B.  White,  D.S.,  Member  State  Tax  Commission,  Mankato. 
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m*  J.  T.  Kincaid,  D.S.,  Member  State  Tax  Commission,  Topeka. 
m*  S.  J.  Bear,  D.S.,  Missouri  &  Kansas  Tel.  Co.,  Topeka, 

Kentucky: 

*  T.  T.  Gardner,  Member  Kentucky  Tax  Commission,  Bardwell. 

*  E.  L.  McDonald,  Louisville. 

*  J.  F.  Smith,  D.C.,  Professor,  Berea  College,  Berea, 
P.  L.  Atherton,  D.S.,  Louisville. 

m*  H.  Huffaker,  D.S.,  Chairman  Kentucky  Tax  Commission,  Louis- 
ville. 

*  P.  N.  Clarke,  D.S.,  Louisville. 
R.  C.  Oldham,  D.S.,  Winchester. 
J.  A.  Averdick,  D.S.,  Covington. 

*  G.  Pickett,  Member  Kentucky  Tax  Commission,  Shelbyville. 
m*  R.  B.  Hutchcraft,  Jr.,  Sec  'y  Kentucky  Tax  Commission,  Paris. 

*  A.  J.  Oliver,  Member  Kentucky  Tax  Commission,  Scottsville. 

Louisiana: 

S.  "Wolff,  D.S.,  New  Orleans. 
P.  Wight,  D.S.,  New  Orleans. 
A.  T.  Prescott,  D.S.,  Baton  Rouge. 
W.  W.  Wall,  D.S.,  New  Orleans, 
m  W.  O.  Hart,  D.S.,  New  Orleans. 

Maryland: 

m*  O.  Leser,  D.S.,  Member  State  Tax  Commission,  Baltimore, 
m*  A.  C.  Girdwood,  D.S.,  See'y  State  Tax  Commission,  Baltimore, 
m  A.  P.  Gorman,  D.S.,  Baltimore. 
L.  W.  Wickes,  D.S.,  Annapolis, 
m*  D.  J.  Griffith,  Baltimore  &  Ohio  Ry.  Co.,  Baltimore. 
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